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MEMO FOR EXECUTIVES 





Subject: Taxes and Business Regulations 


r 


The d tempo of modern business leaves no time for ) 
QO ‘4 ; 
guessing. To plan with assurance, you must have adequate informa- 


tion. To plan in time, you need such tntornat too SAY overnient. 


That is why company officials, attorneys, accountants through- 


out the country depend upon the — \\ DAILY REPORT FOR EXECUTIVES. 





———— 


It is the only source for overnight notification on these factors 





that determine $$$ profit or loss: 


Q 








Taxation | [|||] |lesislative plans, new court decisions, latest 


Internal Revenue rulings. . business regulation @ @r trade controls, 





new laws, orders, decisions . . . economic factors / production 


Pd 
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and buying power, price levels, government finance . . e inflation 


~ 


a 


control jp Ssalary, wage, and price policies. 
Just one item of information in a single report has meant 


thousands of dollars to many clients .. . because they knew in 


detail and in time to act. 





Find Out IN TIME. Write for Details TO-DAY On Your Business Letterhead. 





The Bureau of National Affairs 
1239 24th St., N. W., Washington 7.0. ¢. 
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Officials of the International Food 
Board are in Argentina trying to buy fats 
and oils, the bulk of which formerly 
was sold to the U.S. Shipments to the 
U.S. were stopped as a result of failure 
to agree on prices. The International 
Food Board, which will allot its pur- 
chases among its 18 members, is not 
bound by U.S. price ceilings. 


o o0o 90 


Private interests in 23 countries as 
‘well as 10 foreign governments are 
negotiating with the U.S. for surplus 
ships. France, Holland and Norway have 
already purchased some vessels. China 
has applied for 159, Italy 50, Norway 
14, France 10, Peru, Yugoslavia and 
Argentina 6 each, Egypt 4 and Ireland 
2. Private interests have applied for 85 
for registry under the Panamanian flag, 
64 with Norwegian registry and 46 with 
British registry. 


o 90 °O 


Russia is speeding up its campaign for 
trade in South America. The Russians 
have assigned 50 ships to maintain a 
regular service to Latin-American ports. 
Shipments of hides from Argentina and 
coffee and vegetable oils from Brazil 
already are en route to Russia. In return, 
Russia hopes to sell tractors and auto- 
mobiles to South American countries. 


o °o °O 


A new discovery by British metallurgi- 
cal engineers has resulted in increased 
speed by jet-propelled aircraft. The 
British have developed a heat resistant 
metal which enables the jet engine to 
operate at a temperature of 740 degrees 
centigrade, giving the plane a drive of 
approximately 12,000 horsepower. 


o oo 9 


Drug manufacturers in the U.S. plan 
an intensive campaign to win the Latin- 
American market from Great Britain. 
This is part of an over-all program to 
increase U.S. exports of drugs and 
pharmaceuticals. Shipments amounted to 
116 million dollars in 1945. More than 
seven times the volume of 1938. Exports 
for 1946 may be more than 200 million 
dollars. 
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The aircraft industries of Great Britain 
and the U.S. are competing for the 
Argentine market. Britain already has 
shipped over 250 commercial planes to 
Argentina and is planning a publicity 
campaign to sell British aircraft. U.S. 
manufacturers are establishing offices in 
Buenos Aires to develop trade. 








Poland already has acquired consider- 
able industrial equipment for reconstruc- 
tion with credit advanced by the U.S. 
From surplus stocks in France, Poland 
has obtained 12 twin-engined aircraft 
for commercial use, 200 locomotives, 12 
floating cranes, 50 tugs, 10 river boats, 
700 lathes and a large supply of auto- 
mobile parts. Poland still needs building 
equipment, bulldozers, steam rollers and 
mobile cranes. 
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Approximately 3,250,000 bushels of 
apples will be shipped to the U. S. from 
Canada during the current season. The 
amount, determined by a joint U.S.- 
Canadian committee, will include at 
least a million bushels of packed and two 
million bushels of processing apples. 
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During the next few years Australia 
will spend 162 million dollars for the 
modernization and_ standardization of 
railways. The project is designed to give 
all Austrauau railways a uniform gauge 
and is part of an over-all plan for in- 
dustrialization. 


o 0o 90 


The Cotton Control Commission es- 
tablished by Great Britain, to make 
purchases for British manufacturers will 
open an office in the U.S., probably in 
New Orleans. British purchases of cotton 
formerly were made by individuals on 
the New Orleans or Liverpool cotton 
exchanges. The Liverpool exchange now 
is closed. 


o 9o °O 


The U.S. exported nearly 10 million 
dollars worth of penicillin during July. 
This is about 10 times the value of all 
drugs and medicines exported from the 
U.S. in an average month of 1938. The 
exported penicillin amounted to 1,350,- 
000 vials of 100,000 units each. It is 
double the amount of penicillin sold 
domestically during the month. 


o oOo 98 


Britain has banned all sales of canned 
fruit by retail stores, in an effort to save 
domestic and imported supplies for winter 
use. Restaurants, however, are permitted 


_ to serve canned fruit as part of a meal. 


o °o 9 


Denmark will supply Russia with 16 
million dollars in manufactured goods 
and 4 million dollars worth of fishing 


craft under a new trade agreement. In*' 


return, Russia will send lumber and 
other raw materials to Denmark. 





BRITISH ISLES... 


Before long, you will again view the British 
Isles, framed in the wide windows of famous 
trains such as the Coronation Scot, the Flying 
Scotsman, The Cornish Riviera Express, and 
the renowned Golden Arrow which provides 
the international link between London and Paris. 
Right now, glimpse the places you will actually 
visit soon. 

“The British Isles’? an attractive folder 
map in color is now available. Write to — 
T. D. Slattery, Resident Vice President, 
9 Rockefeller Plaza, New York 20, N. Y. 
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| the news in every is- 
sue of World Report is gathered 
from the four corners of the 
earth, a subscription makes an 
ideal gift for your friends, rela- 
tives and business associates who 
are abroad. What more practical 
way of letting them know you 
are thinking of them? Gift sub- 
scription rates: $4 for the first 
subscription, $3 for each addi- 
tional—in U.S., its possessions 
and Central and South America. 
Add $1 extra postage for each 
subscription to Canada and other 


countries. Mail your order to 


WORLD REPORT 


24th & WN Sts., N.W., Washington 7, D.C. 
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Once a fire horse, always a fire horse. 

Frank Hewlett, who spent four years covering the war in the Pacific, 
from the Philippines down to India and back again, can’t stay away 
from gunfire. As a result, he is learning, the hard way, that correspond- 
ents abroad still are at least semi-war correspondents. 

From the “undeclared war” in Indonesia, Hewlett finally caught a 
plane bound for India, but there were the usual delays and stopovers 
he has grown to expect in the Far East. 

Hotel accommodations along the way are tight, he writes, and 
whenever you have to stop somewhere overnight you are pushed into a 
room with from two to five strangers. Air and boat schedules are un- 
dependable and you pray for the best and, to use the old Army ex- 
pression, “sweat it out.” 

“The suffering civilians out here,” Hewlett writes, “eagerly await the 
return of American air lines so they can go somewhere!” 

Hewlett, of course, eventually arrived in Calcutta—right in the 
midst of the riots that have left several thousand Hindu and Moslem 
dead in the streets, and many more wounded and injured in hospitals. 
He’s been ducking and keeping his head down in Calcutta as much 
as he ever did on Corregidor. 

2 2 ° 

Another “undeclared war” in China has Frank Rounds hopping all 
over the country by plane to keep up with the fighting between Chiang 
Kai-shek’s Nationalists and the Chinese Communists. One of his most 
breath-taking adventures, however, was in being carried in a sedan 
chair by straining coolies up the tortuous path from the Yangtze River 
port of Kiukiang to Kuling, more than 3,000 feet in the clouds. There’s 
hardly a minute when you can’t look over the side and see the several 
hundred or more feet you could fall—and on the sharp hairpin turns 
you are suspended over the abyss for seconds that seem like long Sat- 
urday afternoons. 

Once at the top—and breathing normally—Rounds had an interest- 
ing walk and talk with Generalissimo Chiang, and later with J. Leigh- 
ton Stuart, new American Ambassador to China. Then he went down 
the mountain—on foot. 

o ° o 

Tom Hawkins, our Berlin correspondent, is still trying to buy a 
motor vehicle of some kind so he can get around Germany. He thought 
he was all set to buy a secondhand jeep at around $600 from the U. S. 
Army, but the latest information from officials is that jeep applicants 
will have to wait up to 16 months. There are 4,000 unfilled applica- 
tions and only 250 jeeps are becoming available monthly. Hawkins 
now in Paris for the Peace Conference, says he already is on the trail 

of a French car, with hope of delivery in 60 days. 
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FROM THe CAPITALS OF THE 


U.S. finds itself displaying more warships in European waters, 
standing firmly behind its marines in China, taking steps that speak 
louder than diplomatic notes but often are overlooked within the U.5. 
President Truman, familiar with the discussions at Potsdam over | 
the Dardanelles, is taking the lead in insisting that exclusive bases 
be denied to Russia; that international control be broad and genuine. 
Russia's ambition to control the Dardanelles is thinly veiled by 
a proposal to limit its management to the Black Sea powers. 
Bulgaria and Romania already are tied up closely to Russia. 
Turkey could be handled by Russia in that sort of line-up. You get 
the significance of this situation on page 26. 




















In Iran, the British are counting on higher wages to counteract 
Russian propaganda among workers for the Anglo-Iranian Oil Company. 

Troops, brought from India, are being installed in nearby Iraq, 
are well equipped by Britain to cross into Iran in an emergency. 

In Palestine, distress is great but disorder is less frequent. © 

Britain is clinging to the idea of a temporary compromise with 
Jews and Arabs before the issue gets to the U.N. Assembly. 














Behind some of the blunt talk at Paris is this..... 

U.S. fight for equal opportunity to trade in the Balkans is far 
more important than it seems; is directly related to higher strategy. 

Dollar value of U.S. investments in Hungary, Romania and Bulgaria 
is quite small, and none of the three is able to buy heavily abroad. 

omall stakes involved enable U.S. to plead for freedom of trade 
as a principle of justice, not as a means to make business profits. 

Purpose of U.S. is to check economic domination by Russia, to aid 
Hungary, where Russian control is weaker, to get back on its feet. 














In larger terms the outlook at Paris is this..... 

Russia alternates between tight bargaining and loud propaganda, 
is prone to press a legal point one day and use a megaphone the next. 

Opposition to Russia is left largely to U.S., with quiet support 
from Britain and occasional backing up by a nervous France. 

secretary Byrnes now is as much concerned about tension outside 
the Conference as he is over the drafting of peace treaties. 

Idea held by Byrnes is that the Conference can finish its work 
on a slower schedule if the meeting can be kept in session. 














(over) 
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(Continued) 


When it comes to the shooting in Chinad.eece. 

Chiang Kai-shek, on his side, won't be bound to political reforms 
until the Communists cease firing and pull back their armies. 

Chinese Communists are dead set against giving in to Chiang 
before they get him to make major concessions. 

Stubborn attitude on both sides offers little basis for mediation 
by General Mershall, leaves U.S. in the middle, with its marines 
holding coal mines and rail lines, limiting but not ending the row. 
Communist leaders appear surprised at Washington support for marines. | 











Rioting in India sets back all timetables for self-government. 

Moslem strength over all of India is one third as great as the 
Hindu, but in Calcutta, where Moslem demonstrations led to chaos, 
Moslems slightly outnumber Hindus about five to four. 

Hindu leaders, at Nehru's bidding, are going through the motions 
of organizing a popular cabinet to hold power under Viceroy Wavell. 

Bitter opposition of Moslems, guided by Jinnah, troubles Britain. 

Jinnah's strategy calculates that, in a pinch, Britain couldn't 
support a Hindu-led cabinet with British troops, that Britain is too 
dependent on Moslems in the Middle East to act drastically. 

















A commission of four is to have wide power from the Netherlands to 
negotiate with native nationalists in the East Indies for a full 
settlement of political differences blocking economic recovery. 

You get an analysis of this ina Batavia dispatch on page 5. 





In the competition for Argentina's foodstuffs..... 

Britain is being forced to raise her bids and to offer better 
terms in order to be assured of Argentine meats for two more years. 

Negotiators from London tried to emphasize to President Peron 
the importance of British shipping to the export of chilled beef, but 
their bargaining made little impression in Buenos Aires. 

Lack of agreement on interest rates is holding up any deal to pay 
off big credits already accumulated in London by Argentina. 











To look at the problem of feeding Europe's hungry..... 

End of UNRRA by 1947 is to change, but not erase, the relief job. 

Refugee and health care then is to go to two new organizations, 
both world wide, but neither is likely to get into action soon enough 
to bridge the gap, to take over as rapidly as UNRRA liquidates. 

Daily rations are to be scanty in Central Europe by spring. 

Poland and Yugoslavia are among the countries to feel the pinch. 

Greece is certain to require considerable relief from outside. 

Idea advanced by UNRRA is that poorer -countries should be able to 
buy some food from funds gained by reselling UNRRA stocks. ) 

Actually, returns from such resales now largely are used up. 

shortage of exchange to purchase bulk foods from abroad is to 
force needy countries to ask again in 1947 for outside aid. 
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ECONOMIC PRESSURE MAY FORCE 
COMPROMISE PEACE IN INDONESIA 


Settlement will be slow and difficult 
but loss of trade exerts a pressure 
neither Dutch nor natives can ignore 


Reported from BATAVIA 
and THE HAGUE 


Enormous waste in raw materials 
and loss in wurld trade now is bringing 
renewed pressure for a political settle- 
ment in the Netherlands East Indies, 
where disorder persists and the whole 
economy is shattered a year after Japan’s 
surrender. 

A solution which would get the 
Indies back into production of commodi- 
ties normally furnished to the rest of the 
world—rubber, oil, spices, quinine, tea, 
tin and sugar—will be achieved slowly 
and only with great difficulty. 

Basically, the Dutch dilemma in the 
Indies: is part of a much larger question, 
the future of colonial systems. Indonesia 
is only one of the testing grounds in Asia, 
where a rising tide of nationalism is de- 
manding satisfaction. Colonial control by 
Britain, France or the Netherlands is giv- 
ing way to partnerships with the native 
peoples and promises of eventual inde- 
pendence. 

Frank Hewlett, World Report’s staff 
correspondent in Southeast Asia, finds the 
Dutch are doing an increasing business, 
both political and commercial, with the 
less important islands of the Indies. At 
the same time the main islands, Java and 
Sumatra, are largely in the possession of 
natives, who are holding out for better 
terms. Hewlett reports that Java and 
Sumatra probably will gain a wide meas- 
ure of self-government as a republic or 
free state. 

The Netherlands Government at The 
Hague is establishing a special commis- 
sion of four members, including Dr. 
Hubertus J. van Mook, with extraordinary 
powers to deal with the Indonesian prob- 
lem. Dr. Van Mook is to retain his job 
as Acting Governor-General of the Indies 
and the commission is designed to speed 
a settlement with the native nationalists. 


@ Income from abroad isa vital matter 
to the Dutch in Europe. Available esti- 
mates indicate the Netherlands is accus- 
tomed to obtaining at least one fifth of 
her income from the Indies. Stagnation or 
loss there affects seriously the standard of 
living at home. 

Professor J. van Gelderen, distin- 
guished Dutch economist, who lost his 
life in the war, estimated that Dutch capi- 
tal held 75 per cent of the agricultural 
enterprises in the Indies, including sugar. 
Treating rubber and oil separately, he 
noted that only 53 per cent of the capital 
invested in rubber was Dutch and that 
Dutch interests did not amount to more 
than 60 per cent of the oil industry. The 
managed economy of the Indies also was 
geared in peacetime to accommodate im- 
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THE PRESIDENT OF THE INDONESIAN REPUBLIC 


portation from the Netherlands of the 
widest variety of finished goods. 

@ Economic wreckage in the Indies, 
which distresses the Dutch so much, is 
dramatized by the estimate of an econo- 
mist in Batavia, who told Hewlett the loss 
in trade abroad is piling up at the rate 
of 100 million dollars a month. His calcu- 
lation, when compared with prewar trade 
of the Indies, appears too steep, but pre- 
sumably takes into account high prices in 
the “sellers’ market” now prevailing, and 
includes cumulative damage to unhar- 
vested crops. The economist emphasized 
that nearby areas with little unrest, such 
as Malaya, Siam and the Philippines, are 
getting a marketing advantage for prod- 
ucts similar to those of the Indies. 

@ Analysis of major products of the 
Indies, in their present condition, shows 
this: 

Rubber is usually first in export value. 
The Indies in peacetime provided about 
40 per cent of the world’s natural rubber. 
A typical quota for export was 630,000 
tons annually. 

Since the war ended, the Dutch have 
accumulated only 25,000 tons of rubber 
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Achmed Soekarno (left, front) has a 60-40 chance of winning his fight 
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for export. Even that fraction was chiefly 
from stocks left by the Japs and not from 
new \production. Some new rubber now 
will come from Borneo and 8,000 to 9,000 
tons a month will be available for export 
for the rest of 1946. Shipping is tight and 
the Dutch are delivering slowly on a con- 
tract with the United States for 25,000 
tons. 

The Japanese are believed to have 
damaged the rubber plantations very 
little, but the major estates are located on 
Sumatra where political conditions are 
chaotic. An estimated 40,000 tons, on 
hand at plantations in Sumatra when 
Japan collapsed, has been smuggled out, 
principally to Malaya, without any benefit 
to the Dutch. Another 50,000 tons is be- 
lieved to be stored in Sumatra, but it is 
tantalizingly out of reach. 

Although the Japanese reduced rubber 
acreage by about 15 per cent through de- 
struction of trees, the rubber induscry 
believes normal capacity could be re- 
stored within 18 months, once isolated 
plantations are recaptured. 

Oil usually is No. 2 in value among 
exports from the Indies. In 1940, the 
production of crude oil reached nearly 
61 million barrels. The output at the 
present time is at a rate of less than 
3 million barrels a year. 

Again the reason is the unrest in 
Sumatra, where 70 per cent of the oil is 
produced. All present output comes from 
Borneo. At Tarakan, the oil territory in 
Borneo first liberated, production is gain- 
ing rapidly. Destruction of storage tanks 
and pipe lines at Balikpapan in Borneo 
necessitates basic repairs. 

The Japanese managed to get some 
portions of the huge refineries at Palem- 
bang, Sumatra, into operating order dur- 
ing the occupation despite the fact the 
plants were deliberately wrecked by the 
retreating Allies in 1942. One of the larg- 


est refineries is known to be in fair condi- 
tion, but will require improvements cost- 
ing probably 50 million dollars. 

Normal production of crude oil could 
not be restored before 1948, at the earli- 
est, with refineries functioning a year 
later. 

Sugar, long a major item of export, is 
produced in Java, which, with Sumatra, 
is controlled by native nationalists. 

Under Japanese occupation, cane 
plantings were neglected and processing 
factories crippled. Nevertheless rumors 
persisted until recently that large stores 
of raw sugar existed in the interior of 
Java. Hewlett reports that he found no 
one who actually had seen large stores. 
Only an estimated 5,000 tons has been 
smuggled out. Java normally produces 1% 
million tons annually. 

A full crop is unlikely before 1949, 
because time is needed to build up nurs- 
eries for new plants. This situation tends 
to prolong a tight market because sugar 
from the Philippines is not expected be- 
fore 1948. 

Tin, of which the Indies normally 
mined one fourth of the world output, is 
found outside the main centers of polliti- 
cal disorder, but equipment is badly dam- 
aged. The estimated 1946 export of 8,000 
tons compare’ with 40,000 to 50,000 tons 
before the war. The figure may reach 
20,000 tons by 1947. 

Copra, a prewar export, is a key to the 
present shortage of fats and oils around 
the world. Makers of soap, margarine and 
shortening look to copra to help close the 
gap between demand and supply. The In- 
dies normally provide a third of the 
world’s copra. Exports now are a fraction 
of normal, the 12,000 tons shipped thus 
far in 1946 corresponding to a single 
week’s production in 1939, Lack of small 
craft to collect copra from remote islands 
is One Cause. 


Oil-palm products, badly needed by 
manufacturers, are in about the same sit- 
uation as copra. 

Spices, particularly black pepper, can- 
not be obtained for export because of the 
disorder in Sumatra. 

Tea, of which the Indies normally pro- 
vided a sixth of the world’s supply, is set 
back sharply because the Japanese up- 
rooted about 30 per cent of the acreage 
and neglected the standing growth. 

Tobacco, principally the Sumatra wrap- 
per, is not being collected, and exports 
are at a standstill. 

Cinchona bark, which is processed into 

quinine, a virtual monopoly for the In- 
dies, is plentiful but is available only in 
troubled Java and Sumatra. Exports of 
quinine, ordinarily in excess of 6 million 
dollars annually, are shut off while alter- 
native medicines are gaining acceptance 
around the world. 
q U.S. investments in the. Indies are 
almost paralyzed. Order is being main- 
tained by military forces, principally Brit- 
ish, in the Palembang area of Sumatra 
near large U. S. oil holdings. 

Extensive rebuilding and repair work 
are necessary at the combined properties 
of Standard-Vacuum, representing Stand- 
ard Oil of New Jersey and Socony-Vac- 
uum. Rubber plantations in Sumatra 
owned by American firms are being 
inspected, but little progress is reported 
toward getting them into operation. An 
assembly plant of General Motors is 
running in Batavia. Tire factories owned 
by American companies await new 
equipment. 

Complex regulations by Dutch banks 
now make it difficult to use frozen credits. 
Export commodities, in the tiny volume 
available, and all exports, are handled 
exclusively by an agency of the Dutch 
Government. 


In general, representatives of U.S. 
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firms are exploring the situation and mak- 
ing plans, but are transacting little busi- 
ness as yet. The value of U. S. investments 
in the Indies is considerably more than 
half a billion dollars. 

@ Currency difficulties are contributing 
to the impasse in commodities. Occupa- 
tion money issued by the Japanese still 
is widely used. The Dutch are attempting 
to substitute their own currency, the In- 
dies guilder, and are willing to redeem 
Japanese notes at 3 per cent of their face 
value. Nevertheless, in the absence of 
political peace, the main islands of Java 
and Sumatra cling to Japanese currency. 

Hewlett reports that there is a slow but 
steady decline in the amount of Japanese 
currency in circulation, simply because 
the banknotes are of poor quality and are 
wearing out. But many natives in Java 
are afraid to carry Dutch currency lest 
they be tortured or killed as Dutch spies. 
@ Political differences between the 
Dutch and the native peoples are deep 
and badly tangled. On the surface the 
situation is this: 

The interior areas of Java and Sumatra 
are in the hands of native leaders who 
operate an unrecognized republic. Their 
domain includes about 55 million persons, 
largely illiterate and frequently quarrel- 
ing among themselves after the hardships 
of Japanese occupation and the wear and 
tear of a year of civil strife. To what ex- 
tent the nationalists were incited and sup- 
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THE JAPS WRECKED TARAKAN . 


ported by the Japanese is a matter of 
bitter debate. 

The Republic of Indonesia, which is a 
rallying point for the natives, claims 
armed forces of 100,000. Much of their 
equipment is primitive, but they have 
some artillery and quantities of small 
arms acquired from the Japanese. What- 
ever their exact military strength, they 
have effectively limited the return of the 
Dutch thus far to tiny areas along the 
coasts of Java and Sumatra. 

British troops, who originally under- 
took to disarm the Japanese and establish 
order in the Indies, are withdrawing grad- 
ually, and now comprise only one tank 
brigade and parts of two infantry di- 
visions. 

The Dutch are building up their own 

strength and hope to have more than 
50,000 men in the Indies by the time the 
British withdrawal is due to be completed 
in November. A third Dutch division is 
about to join two reinforced divisions al- 
ready in the Indies. 
@ Maneuvering on both sides is inten- 
sive. A basis for dealing nearly was 
reached in April. The Dutch offered to 
recognize a de facto republic in Java, but 
refused to concede native control of 
Sumatra. Dutch recognition also would 
have been qualified by putting the repub- 
lic within a larger framework of a federa- 
tion of Indonesia, the whole structure to 
be joined to the Dutch kingdom. 
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. . . THE AUSTRALIANS LIBERATED IT 
... and the Dutch are producing oil there now, although civil strife keeps Sumatra’s bigger fields idle. 


Personalities color the negotiations. The 

nearest approach to terms thus far came 
in talks between Dr. Van Mook and Su- 
tan Sjahrir, acting as prime minister of 
the native republic. The Netherlands 
Government at The Hague balked. Su- 
matra is the home island of Sjahrir and he 
was firm, too. 
@ New arguments now are appearing. 
Dr. Van Mook has organized political sen- 
timent in the islands outside Java and 
Sumatra for approximately the sort of 
federated solution the Dutch will wel- 
come. His July conference in the Celebes 
went off successfully despite sharp criti- 
cism by Sjahrir that it amounted to a 
Dutch policy of “divide and continue to 
rule.” 

On the side of the native republic, 

Achmed Soekarno, who is acting as presi- 
dent, has re-asserted his authority over 
Sjahrir, to the displeasure of the Dutch. 
Sjahrir relatively is more acceptable to 
the Dutch than Soekarno, because Soe- 
karno is held to have collaborated enthu- 
siastically with the Japanese. 
@ The prospects are that economic 
necessity will bring about a working ar- 
rangement between the Dutch and the 
native republic before the end of 1946. 
Hewlett reports that there now is a 60-40 
chance the Netherlands Government will 
do business on a basis of Sumatra and 
Java being joined in a republic with Soe- 
karno as the first recognized president. 
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THREE WORLDS OF TRADE EMERGE 


AS AN AFTERMATH OF THE WAR 


Struggle between spheres dominated 
by Russia, Britain and the U.S. likely 


to be intensified in the months ahead 


Reported from LONDON, 
PARIS and WASHINGTON 


Outlines of three worlds of trade 
are emerging from the aftermath of war. 

One world is taking shape under 
U.S. leadership. As the greatest exporter, 
the United States is lending billions 
abroad in order to export even more. 
Another world is forming around Great 
Britain, which as the greatest importer 
is pushing exports in order to import 
still more. Russia, most self-sufficient na- 
tion on earth, is forming a third trade 
world in an apparent attempt to become 
even more self-sufficient. 

Danger is that the lines around 
these three spheres may harden and be- 
come walls. Result would then be little 
trade and less peace. 

Rise of U.S. and British exports to 
new levels temporarily masks the fact of 
three worlds of trade. Value of U.S. 
commercial exports has climbed to a 
26-year peak, within sight of the 1920 
record. Britain’s exports, running 50 per 
cent above expectations, exceed 1938 
sales by 15 per cent. 

Sharp words at the Paris Peace Con- 
ference, however, reveal some of the 
fears and long-range difficulties hidden 
by these figures of rising exports. U.S. 
Secretary of State James F. Byrnes now 
has openly accused Russia of attempt- 
ing to force small nations into a trade 
world of her own, closed to outsiders. 
He compared what Russia is trying to 
do with what Germany succeeded in 
doing under Hitler, and called it eco- 
nomic enslavement and_ exploitation. 


The United States, said Secretary Byrnes, . 


stands for one economic world free from 
treaties or devices which restrict trade 
and distort international economic rela- 
tions. 

What Byrnes is fighting against, never- 
theless, already exists. In trade, there are 
three reasonably distinct worlds, rather 
than one. Differences in trade policy 
and practice, even more than geography, 
separate the three. 
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@ Moscow is the hub of a trade world 
that embraces not only all of prewar 
Russia but these other nations as well: 
Finland, Latvia, Estonia, Lithuania, 
Poland, Czechoslovakia, Hungary, Ro- 
mania, Bulgaria, Yugoslavia and, Albania. 
The power of Russian troops, supple- 
mented by the political labors of aggres- 
sive Communist groups, has pulled all 
these lands into a Soviet world. 

Trade with the outside world is active- 
ly sought, in view of urgent needs for 
reconstruction inside Russia, but terms 
and conditions of the trade usually fol- 
lows a pattern laid down in Moscow. 
In this pattern, there is little room for 
private business. Government agencies 
do the buying and selling. Soviet political 
needs, as much as economic ones, under- 
lie many of the deals. Politics tends to 
usurp price as the governor of the mar- 
ket place. 

Actually, total value of trade con- 
trolled by Moscow is relatively small. It 
amounts to around 7 per cent, on the 
basis of prewar figures, of the total value 
of the world’s exports and imports of 
goods. 

Real significance, however, is much 
greater. Success of the Moscow pattern 
would increase Russian self-sufficiency 
and speed the trend toward Soviet po- 
litical isolation. Chances for European 
recovery, with the agricultural East cut 
off, would be even less than at present. 
Prospects for one economic world, object 
of U.S. policy, would vanish. 

@ Washington is at the center of a trade 
world that is different in almost every 
respect to Moscow's. It differs in area, 
in exactness, in method and in purpose. 

Outline of the U.S. trade is vague. As 
it stands, it can be said to include most 
of Central and South America, with the 
glaring exception of Argentina. The 
Philippines are clearly included, and 
perhaps China as well. Whether Wash- 
ington ultimately can include those Euro- 


pean countries now utilizing large U. S. 
dollar loans remains uncertain. 

What holds this world together, in- 
sofar as it is united, is common accept- 
ance of American leadership in economic 
affairs and at least lip service to the U. S. 
aim of freer and expanding world trade. 
Existing differences in trade policy and 
practice are considered temporary prod- 
ucts of the war. 

What the U.S. sphere represents, 

thus, is an ideal of freer world trade and 
impressive strength with which to back 
it up. Roughly, one fifth of all inter- 
national merchandise trade, in normal 
times, flows in and out of this area. The 
U.S. itself, as the world’s largest ex- 
porter, accounts for about 15 per cent 
of all commodity exports and 10 per cent 
of all imports. Any changes inside the 
U.S. economy for better or worse, con- 
sequently, are felt around the world. 
@ London stands between Washington 
and Moscow, trade-wise as well as geo- 
graphically. London is at the economic 
center of an area that has pledged itself 
to support U. S. policies for world trade, 
but which has yet to abandon wartime 
arrangements operating against freer 
trade. The pledge, attached to the Anglo- 
American loan, is that the sterling bloc, 
preferential treatment within the Empire, 
and bilateral agreements that restrict 
competitive trade are all to disappear. 
Date of disappearance, as a_ practical 
matter, depends on when Britain will 
feel she can afford to abandon them. 

Composition of the British trade world 
is clearer than that of the U.S. Political 
as well as economic ties, like the sterling 
bloc, link all members of the British 
Commonwealth of Nations to London. 
Bilateral currency and trade agreements, 
negotiated by Britain as the European 
war drew to a close, temporarily add the 
major nations of Western Europe. By 
itself, the British Empire in prewar times 
accounted for one third of the world’s 
imports and more than one fourth of the 
exports. If London’s influence fully 
blanketed the European nations with 

which Britain now has bilateral agree- 
ments, however, London could speak for 
about half of all world trade. 

@ Struggle between British, Russian and 

American ideas and methods of trade 
now is spreadir.z beyond the limits of 
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the three trade areas to touch key nations 
outside. This is turning out to be a strug- 
gle for trade as well as a struggle for su- 
premacy of an idea. In some of these con- 
tested nations, the competition is mainly 
between Britain and Russia, but in others 
all of the Big Three are involved. 

In Sweden, the Russians are about to 
divert an important chunk of trade away 
from Western channels. A Soviet-Swed- 
ish agreement, now nearing approval, 
would give Russia a five-year credit of 
a billion kronor ($238,500,00Q) with 
which to buy heavy machinery and other 
capital goods from Sweden. In exchange, 
Sweden hopes for manganese, petroleum, 
chemicals and textiles from Russia. 
Though Stockholm reports doubt as to 
: Soviet export ability, approval of the 
agreement is expected because of Swed- 
en’s desire to get along with her most 
powerful neighbor. Effect of the deal 
probably would be to reduce Swedish 
trade with the U. S. and Britain. 


In Denmark, Britain and Russia are- 


in direct competition for Danish butter, 
bacon and eggs. The Russians can offer 
scarce fodder for livestock, as England 
cannot, but long-time political as well 
as economic ties favor England. To date, 
the Danes have agreed to allocate to the 
British, through 1949, “a high propor- 
tion” of their butter exports and some- 


what less of their bacon and eggs. Small- 
er proportions are being allocated for 
Russia, a relatively new customer. 

Switzerland, ignoring past political 
differences, has taken two steps lately 
that tie her closer to the Soviet. The 
Swiss have closed a deal to swap dyes, 
watches, motors and roller bearings for 
raw materials and some finished goods 
from Russia's zone in Germany. In a 
second step, they have joined Russia in 
forming a Romanian-Swiss oil company. 

Significance of this oil deal is that it 
guarantees Switzerland ample oil but 
does so under Russian control of Anglo- 
American oil companies producing in 
Romanian territory. Further significance 
is that now one nation and one sales 
organization can control virtually all of 
Europe’s oil. While the Swiss get oil, 
the Russians are expected to retain the 
bargaining power. 

In the Middle East, also, oil is at the 
bottom of active trade rivalry among the 
Big Three. Soviet attempts to wrest a 
share of Middle Eastern oil reserves 
away from Anglo-American firms, which. 
control more than 90 per cent of known 
reserves, have thus far been unsuccess- 
ful. The Soviet attempt is continuing, 
however, with explosive possibilities. 

Argentina stands out in the Western 
Hemisphere as the one nation unwilling 
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to follow U.S. leadership. Instead, the 
Government of President Perén seems 
to be engaged in pitting American, Brit- 
ish and Russian trade interests against 
each other, with a view to increased 
profits from Argentine flaxseed, hides 
and cereals. To date, there has been no 
clear decision for or against any one of 
the Big Three. 

In occupied areas, as well as in such 
semiliberated areas as Italy and Man- 
churia, trade rivalries and opposing trade 
methods among the Big Three underlie 
much of the controversy over their gov- 
ernment and their future. Germany, 
especially, still retains a potential as the 
economic heart of Europe. German ex- 
ports and imports again could be of 
major importance. To a lesser extent, the 
same is true of Japan, once the dominant 
commercial power of the Far East. 

As things stand, the struggle between 
the trade worlds of Russia, Britain and 
America is likely to become more intense 
in coming months. Continued rise in 
British exports, however, might make it 
possible for Britain to unite with the 
U.S. in a world devoted to freer trade. 
That would reduce the number of trade 
worlds from three to two. But a final 
reduction to one world, through Russian 
acceptance of U.S. trade policies, is not 
expected any time soon. 
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SIXTH OF U.S. AUTOS EXPORTED 


TO COMBAT RISING COMPETITION 


Domestic buyers wait as producers 
strive to preserve markets abroad 
until maximum output is achieved 


Reported from LONDON, PARIS, 
SYDNEY and WASHINGTON 


Buyers throughout the world are 
getting a share of the new automobiles 
coming off assembly lines in the U. S. 

Under Government encourage- 
ment, American manufacturers are ex- 
porting cars at a time when the public 
at home is clamoring to buy everything 
they can make. Almost one sixth of the 
639,000 passenger cars and trucks pro- 
duced in the first half of 1946 went to 
markets overseas. 

Behind these limited exports is a de- 
liberate plan to service and preserve 
markets abroad now so they will be in- 
tact when the day of maximum produc- 
tion arrives. Although the backlog of 
domestic orders is the greatest in history, 
Government economists are convinced 
that bigger world markets will be needed 
eventually to keep the U.S. industry 
operating at capacity. 

As a result, manufacturers are trying 
to send abroad the same percentage of 
their production that they sold before 
the war—7 per cent of their passenger 
cars and 21 per cent of all trucks. 
Through Government regulation, these 
exports are being kept in prewar chan- 
nels to make certain all parts of the world 
get a chance to buy the new cars from 
America. 

@ World competition for the automobile 

market long dominated by U.S. manu- 
facturers is to be an important fact of 
the future. That is why export officials 
are anxiou. that the American industry 
make at least token shipments to foreign 
customers. Otherwise, there is the possi- 
bility that the day of maximum produc- 
tion might arrive only to find that normal 
markets abroad had been pulled away 
from the U.S. 

Great Britain, for example, is going 
into automobile export on a scale never 
before attempted. Half of all the cars 
made in the United Kingdom are being 
sold abroad, compared with the 19% 
per cent in 1938. 
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If Great Britain can meet production 
goals, her manufacturers plan to sell 250,- 
000 cars and trucks abroad this year, 
compared with 82,541 in 1938. In the 
peak year of 1937, the United States 
exported almost 400,000 vehicles, but 
nothing like that figure will be reached 
this year. 

Britain will be the chief competitor 
of the U.S., but other countries are 
expanding their automobile industries 
with an eye on sales abroad. This indus- 
trial expansion, if accomplished, can 
have a direct bearing on the future de- 
mand for U.S. cars. 





France has allocated a large portion 
of current production for overseas mar- 
kets. French trucks now are coming off 
assembly lines at twice the prewar rate. 
Production of passenger cars is only a 
fifth of what it was in 1938, but a few 
cars are being sold abroad. 

Czechoslovakia now is making more 
automobiles than before the war. Arrange- 
ments are being made for the sale of 
6,000 Czechoslovakian cars in Australia. 

Russia, too, intends to become an auto- 
mobile exporter, concentrating on low- 
cost Cars. 

Other countries are going into the 
automotive field, some for the first time. 
Australia plans to make her own auto- 
mobiles. An all-Australian car will be 
produced by General Motors, Ltd., but 
will not be on the market before the end 
of next year. The Nuffield organization 
of Great Britain is working on plans to 
establish a plant in India. Canada and 
Sweden again are exporting cars. 
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Western Hemisphere takes half of U.S. exports 























Thus, the U.S. cars, which for years 
have outranked all others in world mar- 
kets will meet new competitors once 
production reaches full stride in all coun- 
tries. Meanwhile, markets normally open 
to American manufacturers are being 
narrowed by a variety of factors. 

Great Britain ‘s restricting imports to 
save dollar exchange. Similar restrictions 
are on in Denmark and some other coun- 
tries. Only six passenger cars have gone 
to Britain from the U.S. so far this year. 
Denmark has had five. 

Such things are no handicap to the 
U.S. industry now, because it could not 
begin to supply the demand for its prod- 
ucts, even if import restrictions were 
relaxed everywhere. 

@ U.S. sales out of 1946 production 
show the pattern of the present market. 
More than half the cars exported this 
year have gone to customers in neigh- 
boring countries of the Western Hemi- 
sphere. Following are the figures on ex- 
ports for the first four months of 1946: 

Canada, an automobile exporter in 
her own right, received 2,195 U.S. cars. 
Canada, in the future as in the past, is 
expected to be one of the best markets 
for American vehicles. Now, however, 
competition from British-made cars will 
be stronger. 

Brazil has bought from the U.S. 2,006 
new cars, all she could get. Before the 
war Brazil normally imported 20,000 
automobiles a year, and her need now is 
much greater than it was then. Immedi- 
ately, Brazil wants 15,000 vehicles to 
build up her transportation system. 
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Figures for other countries of the 
Western Hemisphere show how Ameri- 
can cars are being spread carefully over 
the market. Mexico has gotten 1,678 new 
automobiles from the U.S.; Chile, 697; 
Colombia, 560; Venezuela, 496; Uru- 
guay, 277; Argentina, 260; Peru, 188; 
Ecuador, 94. If present production is 
maintained, these countries will get three 
times as many cars by the end of the 
year. 

Latin America always has been one 
of the better markets for U.S. automo- 
biles. Now, however, Britain is bidding 
for a larger share of such sales. So is 
the new industry in Russia and other 
countries. 

European countries, with the excep- 
tion of Sweden, are buying few U.S. 
automobiles. Import controls and lack of 
dollar exchange tend to restrict the mar- 
ket in some cases, but essentially sales 
are limited only by America’s ability to 
produce for export. 

Sweden has bought 948 passenger 
cars from the U.S. so far this year, 
and would like to get more. Sweden is 
one of the few countries in the world 
where automobiles can be bought easily. 
For some models, buyers must wait a 
month, but many cars can be driven off 
showroom floors for immediate delivery. 

Holland has imported 527 U.S. cars. 
Officials of the Dutch Government esti-, 
mate that 10,000 cars could be sold in 
the country immediately for high-priority 
use. The Government is trying to get 
3,000 automobiles for doctors alone. 

Other European sales include: Portu- 





DIRECT FROM TOLEDO TO STOCKHOLM 
Sweden is one place where deliveries are quick 


gal, 107; Switzerland, 87; France, 20; 
Spain, 8. 

Oriental markets, hampered by lack 

of shipping and dollars, as well as by 
various other handicaps, nevertheless are 
getting a share of the U.S. exports, all 
part of the plan to service markets wher- 
ever possible. Iran has obtained 108 new 
cars; Palestine, 95; Saudi Arabia, 42: 
Iraq, 6, and Turkey, 1. China has been 
able to buy 127, and India, 87. 
@ Production troubles in the industry 
are holding back U.S. exports just as 
they are holding back deliveries to 
American dealers. Meanwhile, the in- 
dustries in Britain, France, Czechoslo- 
vakia and other countries are moving 
ahead rapidly, and are going after the 
markets the U.S. cannot supply. 

Strikes in automobile plants and in 
industries manufacturing parts are af- 
fecting the market situation abroad as 
they are at home. 

Shortages of parts and accessories alsa 
are being felt abroad where owners of 
American cars must have American re- 
placements to make necessary repairs. 

The result of handicaps to production 
is a general revision of output estimates, 
pushing further into the future the day 
when the U.S. industry can go out and 
meet the world market now waiting for 
cars. A year ago, estimates were made 
that America would produce possibly 
five million new cars in 1946 and six 
million in 1947. Now the probability is 
that 1946 production will not exceed 
three million new cars. The figure may 
go to five million in 1947. 

As a consequence, exports to markets 

abroad are running far below the pre- 
war rate. In 1937, American manufac- 
turers shipped nearly half a million ve- 
hicles to world markets. Exports for the 
12 months since the war will amount 
to less than one fifth of that. 
@ The future of the U.S. industry in 
the world market may depend largely on 
how soon full-scale exports can be re- 
sumed. Once production comes back, 
American manufacturers are confident 
they can hold their prewar markets 
abroad because of the relatively low cost 
of buying and operating American cars, 
compared with other makes. 

What the U.S. needs, however, is a 
larger market abroad than it had before 
the war. The American industry owns 
46 assembly plants in other countries, 
in addition to the facilities in the U.S. 
Growing markets are essential to the 
maintenance of these plants, once the © 
demand in America begins to ease off. 

To maintain prestige abroad, U.S. 
cars are being exported -now, even 
though customers at home must wait. 
With new competition coming from other 
countries, trade experts are anxious that 
countries overseas long familiar “with 
U.S. automobiles by name get a chance 
to see and buy a few models now so the 
market will be kept alive for the future. 
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RUSSIA AND 


U.S. SHOW 


MUTUAL CURIOSITY 


Expanded ‘Mission to Moscow’ and 
Soviet Union’s even larger diplomatic 
staff in U.S. reflect concern of both 


Reported from MOSCOW 
and WASHINGTON 


Russia is showing increasing con- 
cern in what is going on inside the U. S., 
and the U.S. is showing an increasing 
concern over what is happening in Russia. 

Diplomatic staffs have quad- 
rupled since 1940, and each country is 
trying to boost the number of observers 
it keeps in the other. Information about 
the two great powers is pouring into 
Moscow and Washington in an unprec- 
edented volume for peacetime. 

Economic, political and social condi- 
tions within the two countries are being 
watched closely. Scientific and military 
developments get special attention. 

@ Immediate result of this activity, so 
far as the U.S. is concerned, is an ex- 
panded mission to Moscow to counter- 
balance Moscow’s enlarged man power 
inside the U.S. An analysis of official 
representations at present shows, how- 
ever, that Russians in America still far 
outnumber Americans in Russia. And 
the Russians have much more freedom 
to observe and to report. 

@ Russians in America fit into several 
categories, but all are connected with 
the Government, directly or indirectly. 

Diplomatic staffs, all under quiet Am- 
bassador Nikolai V. Novikov, are spread 
across the U.S. In Washington are 12 
diplomats, 9 Army and Navy officers 
and about 90 minor attaches, translators 
and clerks. In addition, there are con- 
sular staffs of 45 in New York, 20 in 
San Francisco and 4 in Los Angeles. 
But this diplomatic staff, four times what 
it was before the war, is only a part of 
the Russian personnel in America. 

The Soviet Purchasing Commission, 
was created to obtain U.S. materials for 
war use. At the peak it had 1,500 em- 
ployes. The number has been cut in half 
now and the agency is preparing to go 
out of business. 

Amtorg, which buys and sells for Rus- 
sia in the U.S., had 150 people on its 
pay roll in 1940. The number dwindled 
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to almost nothing during the war. But 
soon Amtorg will grow, probably larger 
than ever, as it takes over the remaining 
duties of the Purchasing Commission. 

Smaller Soviet agencies operating in 
the U.S. include a Red Cross mission; 
Tass, the official news agency; Sovfoto, 
a newspicture service, and the Four Con- 
tinents Book Corp. These have combined 
staffs of about 50 persons. 

” @ Americans in Russia are neither as 
numerous nor as unrestricted in their 
movements as are their Russian counter- 
parts in the U.S. 

Diplomatic personnel is under the 
U.S. Ambassador, Lieut. Gen. Walter 
Bedell Smith. Working with him are 14 
Foreign Service officers, 10 Army off- 
cers, 12 Navy officers, 10 commercial 
and agricultural attaches, economists and 
observers and 50 translators, clerks and 
minor employes. 


The staff is huge, compared with pre- 
war standards, but Washington regards 
it as inadequate. Because of difficulties 
encountered inside the Soviet Union, the 
U.S. has increased the personnel of its 
missions in neighboring countries, such 
as Turkey and Iran. 

Private citizens of the U.S. meet ob- 
stacles making it impossible to counter- 
balance the staffs of the Soviet agencies 
in America. Russia, for example, limits 
the number of U.S. correspondents to 
16. Private individuals have difficulty 
entering Russia unless they have tech- 
nical or other knowledge useful to Soviet 
reconstruction. 

Obstacles hamper the movements of 
outsiders in Russia. Motor fuel and hous- 
ing are hard to get. Managers of indus- 
trial plants and collective farms are re- 
luctant to let foreigners inside their 


_ establishments. Americans seldom try to 


go far from Moscow without making 
arrangements through the Kremlin, and 
frequently these arrangements are de- 
layed or withheld. 

@ In the future, each country will have 
to give a little if it is to succeed in build- 
ing up the staffs each would like. The 
U.S., for example, is anxious to get rep- 
resentatives into the ports on the Black 
Sea and important cities such as Lenin- 
grad. But Russia will not authorize more 
consulates. In turn, the U. S. is withhold- 
ing approval of a Russian request to open 
new consular posts in the U. S. 

Until this stalemate is broken, official 
staffs will not change much, but it is 
doubtful if they ever again will shrink 
to their prewar size. 
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AMBASSADOR SMITH AT SPASSO HOUSE 
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He needs help to keep up with events in Russia 
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STANDARD OF LIVING 
DECLINES IN BRAZIL 


Runaway inflation carries prices of 
necessities far above lagging wages. 
Elections may reflect rural unrest 


Reported from 


RIO DE 


Wild inflation in Brazil is causing 
political unrest at home and is complicat- 
ing relations with other countries. 

Wages in the last six years have 
lagged farther and farther behind prices. 
In spite of increased pay, the average 
Brazilian worker cannot live as well today 
as before the war. In some rural areas, 
he can hardly live at all. 

Economic dislocations resulting from 
inflation are causing trouble in the coun- 
trys international trade. Rising cost of 
production means buyers can afford 
fewer Brazilian goods. Some exports from 
Brazil are banned entirely. 

@ Standard of living has declined ap- 
proximately one third. Prices of neces- 
sities have tripled since 1939. Wages have 
doubled in the same period. Living costs 
increased 25 per cent during 1945 alone. 

In the space of a year, the cost of rice, 
the most important food staple, went up 
28.6 per cent, bananas 60 per cent, sweet 
potatoes 37% per cent, tomatoes 43 per 
cent. Last year housewives in Rio de 
Janeiro paid a dollar for a small bath 
towel. Now they pay $1.80. A small cot- 
ton sheet cost $2.60 a year ago. Now it 
cost $5. 

Hardest hit are the rural and small- 
town populations. Biggest increases in 
wages have been won by employes of 
industry, commerce and the Government 
in the principal cities. But 80 per cent 
of the population does not live in the big 
cities. The average wage in rural areas 
is not much more than 50 cents a day. 
Many families always have lived near 
the subsistence level, even in normal 
times. Their situation now is serious. © 

Growing hardships of non-urban life 
are likely to be reflected in State elec- 
tions this autumn. President Vutra has 
strengthened the Government's hand in 
outlying regions by naming new inter- 
ventors for the States of Bahia, Matto 
Grosso, Amazonas and Pernambuco. Simi- 
lar shifts are anticipated in other States. 


JANIERO 


Strikes for higher wages have been 
labor’s answer to skyrocketing prices. Bra- 
zilian law forbids strikes and requires 
workers and employers to settle their 
differences in special labor courts. But, 
with the relaxation of the Vargas dictator- 
ship a year ago, a wave of illegal strikes 
began and reached a peak early this year. 
On the whole, workers won substantial 
increases in wages but found they were 
little better off than before, since prices 
continued to zoom. 

The Government placed a temporary 
check on strikes by a decree making them 
illegal unless both parties to the dispute 
refused to obey the decision of the labor 
court. 

The Dutra regime has also ac‘ed 
against the Communist Party of Brazil, 
which reportedly incited and organized 
many of the walkouts. These measures 
have cut down the number of strikes for 
the time being, but have done little 
toward satisfying workers demands. The 
tide of labor unrest still runs high. 

@ International trade is feeling the effect 

of Brazil’s inflation. A big share of the na- 
tion’s income is from exports. Increased 
costs of production are passed on to pur- 
chasers abroad. Brazilian exporters and 
the U.S. Office of Price Administration 
have clashed frequently over prices for 
Brazilian coffee and cocoa. 

Customers for Brazilian cotton goods 
are irritated because the Government has 
placed a ban on exports of cotton tex- 
tiles in answer to the complaints of Bra- 
zilian consumers that heavy shipments 
abroad were the cause of scarcities and 
high prices at home. 

Significant by-product of inflation is 
the tendency to blame the U. S. for Bra- 
zils economic mess. Merchants explain 
their high prices with the claim that im- 
ports from the U.S. are scarce and ex- 
pensive. Some Brazilians charge the U. S. 
got millions of dollars worth of war ma- 
terials from Brazil at bargain prices and 
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is paying for them with U.S. goods sold 
at inflated prices. 

@ Causes of Brazil's disastrous inflation 
are numerous and intricate. 

Lack of any effective price control or 
rationing system is one of the principal 
factors. Attempts at price control have 
been made since September 1942, but the 
agencies involved have been hampered 
by lack of resources and authority. 

Speculation helps inflation. Scarce 
goods often are held off the market to 
keep prices high. Speculation in real 
estate has reached the point where some 
land in Rio de Janeiro and Sao Paulo 
costs more than similar property in Man- 
hattan. 

Brazil's worn-out and inadequate trans- 
portation system hinders recovery. Freight 
rates are high. Service is slow. 

Currency circulation and bank credit 
have been allowed to expand greatly, as 
shown by the accompanying chart. A 
measure of inflation in Brazil is the fact 
that the amount of currency in circula- 
tion has almost quadrupled since 1939. 
@ Outlook. Brazilian inflation shows 
little sign of abating. Most observers 
agree that two things are essential to im- 
provement: plenty of goods of all kinds 
and improved transportation. Neither can 
be obtained overnight. 

Brazil may have a long pull before 
breaking out of the inflationary groove 
that now holds her from better standards 
of living. 
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DEEP-SEA FISHERIES ARE NEARING 


PREWAR LEVEL OF PRODUCTION 


Commercial fleets being modernized 
for even bigger hauls. Competition 


may result in international friction 
Reported from LONDON, OSLO, 


SHANGHAI 


The fishing industry is moving 
rapidly toward restoring world catch to 
prewar total of 37 billion pounds a year. 

Modernization of fishing fleets is 
being pushed for even more extensive 
operations to come. The chance to ex- 
ploit Japan’s lost fisheries influences the 
planning of many countries. 

UNRRA is pouring 40 million 
dollars into China to revive the fishing 
industry there. Russia is staking out an 
ambitious program for expanding fish- 
eries and canneries in the Far East. In 
the Philippines and Hawaii, native in- 
dustries see bright prospects for develop- 
ment. The U.S. has experts surveying 
potential fish resources in the Central 
and South Pacific. Latin-American na- 
tions are starting their own industries. 
European activity is intense, but with 
a weather eye on the proven danger 
of depleting resources by overfishing. 

There are obvious breakers ahead for 
the industry. Intensified competition car- 
ries the threat of clashes of national in- 
terests. Overfishing means poorer hauls 
in the future. Overproduction brings 
waste and dislocates markets. But such 
problems are not an immediate concern 
of the booming industry. 

@ Importance now is that fishery hauls 
are helping to tide the world over an 


and WASHINGTON 


acute shortage of food, and at the same 
time provide needed by-products to ease 
some of the other war-born scarcities. 
The by-products are legion. Fish meal 


for poultry and livestock feed and for _ 
fertilizer purposes, still is in short supply. * 


The yield of fish oil ranges from cod-liver 
oil to cruder varieties used in tanning, 
making soap and tempering steel. Fish 
are raw material for vitamin production 
and are a source of glue. The skins of 
some species provide a substitute for 
leather. Japan at her peak handled 700 
different kinds of fishery products, 400 
of them food items. 

What the industry delivers from the 
sea to fish handlers and processors repre- 
sents only one aspect of its value as a 
recovery factor. It also is a large con- 
sumer, requiring coal and oil, engines 
and canvas, the output of shipyards and 
net factories. In- a limited way, it even 
is entering the market for electronic 
equipment and experimental aircraft for 
fish-spotting purposes. 

@ Japan’s defeat has installed the U. S., 
Russia, China, Britain and Norway as 
the “Big Five” of international fisheries, 
although together they barely match 
Japan’s prewar record of providing 40 
per cent of the world’s fishery produc- 


_ tion. 


How the Oceans Yield 
37 Billion Pounds of Fish Annually 
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The full effects of Japan’s defeat on 
world fisheries and allied enterprises can- 
not be evaluated accurately until a peace 
treaty defines what Japan may be per- 
mitted to do in the future. The imme- 
diate situation is that Japan has been 
deprived of valuable fishing rights. She 
no longer possesses an ocean-going fish- 
ing fleet. She has lost profitable markets 
for export of canned fish in the U.S., 
the United Kingdom and Western Eu- 
rope, markets where she has not yet been 
replaced. She also has lost her markets 
in Burma and India and closer to home. 
Her fishing activities today are strictly 
limited by General MacArthur to speci- 
fied coastal waters and are permitted 
only for the purpose of providing the 
food and fertilizer the occupied country 
needs. 

Nevertheless, Japan still has the po- 

tential for a partial comeback, once re- 
construction is completed and if the 
opportunity develops. In prewar days, 
two thirds of her total catch came from 
coastal waters, which abound with fish. 
Small boats were used almost exclusively, 
and many of the fishermen were also 
farmers, seeking to add to their liveli- 
hood in extra hours. Japan’s reservoir of 
skilled fishermen is comparatively unim- 
paired. 
@ Russia’s fishing industry gets the big- 
gest immediate gains from Japan’s de- 
feat. The new Five Year Plan calls for an 
annual catch of 2,050,000 tons by 1950, 
more than 50 per cent over 1940’s haul. 
The biggest part of the increase is to 
come from Pacific waters. 

The ousting of Japanese fishermen 
from the rich waters around Kamchatka, 
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Sakhalin and the Kuriles :s only part of 
the story. Russia’s war loot includes ex- 
tensive processing facilities that Japan 
had ashore in those areas. On Kamchat- 
ka, for instance, Japan had 34 canneries 
and 48 icing plants in Soviet territory, 
with 20,000 Japanese operating them. 
The Kamchatka canneries handled a big 
part of the salmon and crab pack for 
export. Russia plans additional canneries 
in that general area. With these develop- 
ments she may try to replace Japan as 
an exporter to the U.S. The domestic 
market in Russia easily could absorb the 
pack, but Moscow is likely to be more 
interested in dollar exchange. There is 
a hint of this in the emphasis on greater 
production of caviar in European Russia. 

In the Baltic, Russia is taking over 
Germany's fishing grounds, and plans to 
increase the processing of smoked and 
pickled sprats there. 

As now contemplated, restoration and 

expansion of Russias fishing fleet re- 
quires construction of more than 3,500 
motor vessels and 10,000 sailing craft 
and rowboats. 
@ The U.S. fishing industry, now No. 1 
in the world, expects a catch this year of 
about 2,200,000 tons, which is close to 
the average for the past decade. Fishery 
experts say the domestic market is about 
stabilized, hence the sustained produc- 
tion figure, which is not to change ma- 
terially. 

Japan’s defeat has presented the U. S. 
with no such dividends as Russia is col- 
lecting. Experts say the elimination of 
Japan from salmon fisheries in Alaskan 
waters has negligible importance com- 
mercially, since the activities of the Jap- 
anese there were mostly in the interest 
of espionage. Russia has made no move 
yet to move in on the salmon areas where 
the Japanese operated, so no clash of 
national interests has occurred. However, 
experts see the day approaching when 
some agreement regarding Pacific fish- 
eries will have to be negotiated between 
Washington and Moscow. But, to date, 
no talks are in progress or contemplated. 

Present possibilities for expansion of 
U.S. fishing lie in the Hawaiian area, 
where prewar fisheries were under con- 
trol of Japanese. The fishing resources 
of the area are being surveyed with an 
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RUSSIAN CAVIAR 
Exports buy dollars 


eye to fostering a cannery and export 
business for the Islands. The tuna of the 
Central Pacific also offer an opportunity 
for exploitation, for the bulk of the 
canned tuna to reach U.S. before the 
war was of Japanese origin. The possi- 
bility is now being investigated. 
Rehabilitation of the U. S. fishing fleet 
meanwhile presents no problems. Its war 
losses were low, permitting full attention 
to be centered on modernization and 
more effective techniques. 
@ China, which ranked fourth in fishery 
production before the war, has started 
to move in on the East and South China 
Sea areas which the Japanese fishing 
fleet plied before the war. UNRRA is 
helping China buy fishing craft on the 
U.S. Pacific coast, to build up the fleet. 
@ Britain is making a comparatively 
slow comeback. Her losses of fishing craft 
assigned to mine sweeping and patrol 
duty during the war were heavy and 
have not been replaced. However, North 
Sea hauls are reported running four 
times their usual size, so Britain this 
year is likely to get up to 90 per cent 
of her prewar catch of 1,100,000 tons. 
Complete rehabilitation of Britain’s fish- 
ing fleet promises to be a long process. 










SALMON CANNERY 
Science at sea, too 


@ Norway, which had a prewar catch 
of a million tons of fish, is headed for a 
record year. Her exports of fish help feed 
European countries from Greece and 
Italy to Britain and Germany. An ex- 
panded fleet of fishing craft is planned, 
but with modern features reducing the 
number of men required for its opera- 
tion. 

@ Other countries, such as Newfound- 
land, Canada and Iceland, continue to 
move up on the list of producers, much 
to the concern of New England fisher- 
men who fear the effects on U. S. prices. 
Mexico, Peru, Chile and Colombia are 
encouraging development of their own 
industries, primarily for domestic supply 
but with some thought of exports. Den- 
mark and Sweden are topping prewar 
production figures. France, Holland, 
Germany and most other belligerents 
still are struggling to catch up. 

@ Outlook is that rehabilitation of fleets 
and emphasis on increased production to 
meet immediate needs will send the out- 
put of fisheries beyond the old peacetime 
levels for a while. Progress in that di- 
rection, however, is being definitely reg- 
ulated by shortages of wood, of nets, of 
cordage, of coal and of other essentials. 
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GREEK REGIME FIGHTS TO KEEP 


NATION OUT OF COMMUNIST HANDS 


King is expected to be returned to 
throne in plebiscite September 1, but 
future depends on U.S., British aid 


Reported from ATHENS, PARIS, 
LONDON and WASHINGTON 


The Government of Greece, with 
help from Great Britain and the United 
States, is struggling against great odds to 
maintain the stricken country as the last 
noncommunist nation in Eastern Europe. 

A plebiscite, set for September I, 
is expected to reinforce the “right-wing” 
Government by returning King George II 
to his throne. But Greece will continue 
to depend for its very existence on Ameri- 
can dollars and British troops. 

Political troubles are growing more ih- 
tense almost daily. Some Greek leaders 
declare the country cannot expect a free 
and honest vote. Left-wing bands are 
attacking Government police. Royalist 
outlaws, for their part, are raiding Com- 
munist supporters. Martial law is in force, 
and a group of left-wing officers have 
been exiled. 

Such political troubles now empha- 
size the unhappy plight of Greeks gen- 
erally. Theirs is the only victorious coun- 
try still fully occupied by foreign troops. 
Economic recovery has been slower in 
Greece than elsewhere in Europe. The 
country is living on charity. Civil liber- 
ties either have been suspended or dis- 
regarded by a conservative Government 
trying to cope with its Communist opposi- 
tion. Finally, at Europe’s peace tables, 
defeated enemy states of Eastern Europe 
are getting Russian support in demands 
for Greek territory. 

Basically, this troubled country faces 

three problems: national unity, recovery 
and relations with Eastern and Western 
Europe. 
@ National unity is an ideal that Greece 
in recent years has known for only one 
brief period, when the country was 
attacked in 1940-41 by Italy and Ger- 
many. 

King George ITI has not been a unifying 
influence. The King, now in London 
awaiting the plebiscite verdict, never has 
been universally popular. His father was 
forced twice to abdicate, once for pro- 
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German sympathies during the first World 
War, the second time after the defeat of 
Greece by Turkey in 1922. George’s first 
reign ended after one year when he was 
suspected of connections with a military 
uprising. He returned to power in 1935 
after receiving 97 per cent of the vote in 
a plebiscite managed by a right-wing 
clique of military chiefs. 

Today, George is hated by left-wing 
Greeks for turning the country over to the 
dictatorship of John Metaxas in 1936. The 
King also is reproached for not encourag- 
ing resistance groups led by Communists 
during the German occupation and for 
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KING GEORGE II 
Not a unifying influence 


constantly supporting Greek governments 
that were dominated by conservative poli- 
ticians. The King has not been in Greece 
since he fled from the Germans in April 
1941. 

The Communist Party, driving force 
behind the left-wing movement (EAM- 
ELAS), has not helped national unity 
either. The party made a record for itself 
during the German occupation by leading 
a determined underground fight against 
the Nazis. But it blackened itself in the 
eyes of many Greeks by warring with non- 
communist resistance groups, by com- 
mitting atrocities on Greeks who would 
not join the left-wing group. 

Since liberation in October 1944, the 
Communists have lost strength. They 
virtually controlled Greece when British 
and Greek forces drove out the Germans, 
but joined in a national government 
named with British approval. A civil war 
broke out, however, in the winter of 1944 
when EAM-ELAS leaders quarreled with 
the Greek nationalists and with the Brit- 
ish commander, Lieut. Gen. R. M. Scobie, 
over British orders to disarm resistance 
forces. When the Greek Government, 
with Scobie’s backing, refused to replace 
its right-wing Premier with a man of the 
Center, the Leftists called a mass protest 
meeting in Athens. Shots were exchanged 
between the crowd and the police, who 
had served under both Metaxas and the 
Germans, and the civil war was on. 

Prime Minister Winston Churchill and 
Anthony Eden, then Britain’s Foreign 
Secretary, flew to Athens on Christmas 
Day 1944, to make peace. The exiled 
King was persuaded to appoint Arch- 
bishop Damaskinos as Regent. An anti- 
monarchist, who had been living abroad 


for years, became Premier. British and — 


Greek Government troops, nevertheless, 
continued to chase EAM-ELAS armies 
north toward the border until a truce was 


signed. On Feb. 12, 1945, a general 


settlement was reached in the town of 
Varkiza. The Varkiza agreement provided 
chiefly that Communist-led forces should 
surrender their arms, the Communist 
Party and EAM would be legalized, elec- 
tions and a plebiscite on the Monarchy 
would be held within a year. 

The elections finally were held March 


$1, 1946, but the left wing boycotted the © 
ballot boxes, claiming that Greece’s care- © 
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taker Government, appointed by the Re- 
gent with British approval, terrorized the 
voters, making a free election impossible. 
American, British and French observers, 
however, found the election fair, declared 
that British occupying troops did not in- 
fluence the results and that abstentions 
by the left wing did not materially affect 
the outcome. 

Greece now is governed by a Populist 
(Royalist) Government that can count on 
200 out of 354 deputies in Parliament. 
The center parties, now growing weaker, 
co-operate with the Government, but 
there is no left-wing representation. Con- 
stantin Tsaldaris, the Premier, is going 
ahead with plans for the plebiscite, on 
September 1 and the left wing says it will 
not boycott the polls. U.S. and British 
observers have checked election lists. 

Political strife is increasing as plebi- 
scite day approaches. Greece is primarily 
a country of small farmers, where 96 per 
cent of farms are less than 25 acres, most 
of them under 10 acres. The farmer’s fear 
of communism is being exploited by 
Royalist campaigners who tell the Greeks 
that a republic will turn their country into 
a puppet state of Moscow. Communists 
inadvertently are helping this campaign 
by continuing to use violence against 
political opponents. 

@ The problem of recovery from war 
will not be solved by the plebiscite. 

Greece is a pauper state, living on 
handouts from the United Nations Relief 
and Rehabilitation Administration. By 
the end of this year, UNRRA will have 
spent 358 million dollars to support 
Greece. Almost half of that goes for food. 
Greece depends on the relief agency for 
60 per cent of her food supply. The coun- 
try has virtually no imports apart from 
UNRRA supplies. At least half the Gov- 
ernment’s revenue is derived from selling 
those supplies to the public. What worries 
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UNRRA CHIEF LA GUARDIA AND ARCHBISHOP DAMASKINOS 
What will happen after relief supplies are cut off? 


Greece is that the international organiza- 
tion is scheduled to end this year. Con- 
sequently, the Government seeks a loan 
of 150 million dollars from the U.S. Ex- 
port-Import Bank and also hopes for 
British aid. But if Fiorello La Guardia, 
Director-General of UNRRA succeeds in 
his proposal to abolish the agency, Greece 
may face lean years. 

Greece has made some recovery from 
the depths of her wartime misery. Farm 
production is up to 90 per cent of normal 
and may reach prewar levels next year. 
Industrial production is nearing 50 per 
cent of prewar. The country, however, 
has never been self-sufficient, and large 
imports still will be necessary. 

Export trade is limited by slowness of 
recovery. Before the war, Greece sold 
most of her exports—chiefly tobacco, olives 
and vine products—to Germany. The U. S. 
now is taking large amounts of Greek 
tobacco and Britain is interested in more, 
but full recovery of markets for this and 
other produce depends on finding new 
outlets. Greek revenues were hard hit by 
the sinking of three fourths of her mer- 
chant marine during the war, though 
owners were compensated by insurance 
payments totaling 220 million dollars. 

Inflation has been staved off for the 
present after three destructive outbreaks. 
The drachma now is stabilized by Gov- 
ernment sales of gold sovereigns to the 
public. This has a drawback, however, in 
that investors would rather hoard gold 
than invest money in the productive 
enterprises Greece so badly needs. 

These economic troubles have a polit- 
ical meaning. Outsiders know _ that, 
whether or not the King comes back, a 
starving Greece might be tempted to try 
communism. Thus, U.S. and British 
planners put economic recovery in Greece 
even ahead of political stability. The 
first, they feel, will bring the second. 
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PREMIER TSALDARIS 
He runs a pauper state 


@ Relations with Europe trouble Greece 
almost as much as internal politics and the 
ever-present problem of hunger. 

Greeks threw Mussolini's invaders back 
into Albania, held up the German in- 
vasion several weeks and kept several 
German divisions tied down by an active 
underground fight. The country thus ex- 
pects Allied sympathy. She wants repara- 
tions from Italy and Bulgaria, a slice of 
Southern Albania, called Northern Epi- 
rus, and a stronger border with Bulgaria. 

Instead, Bulgaria, which helped the 
Germans occupy Greece, has been en- 
couraged by Russia to ask the Peace Con- 
ference at Paris for an outlet to the 
Aegean Sea through Greece and to refuse 
reparations. Albania expects Russian 
backing for her demands to keep North- 
ern Epirus. The Russian bloc of states at 
the Paris Conference has accused Greece 
of seeking territorial changes that would 
bring a new war. 

Inside Greece, the matter has become a 

political football. The Greek Government 
and center parties strongly back the na- 
tionalist claims. The Communist Party, 
bitterly attacked for its lukewarm atti- 
tude, finally came out for frontier re- 
visions. But its sister party in Macedonia 
works the other side of the street. Right- 
wing Greeks believe there is close con- 
tact between Greek and Bulgarian Com- 
munists in Macedonia. 
@ The basic trouble is that Greece has 
a right-wing Government supported by . 
British troops, the only regime of its kind 
in an Eastern Europe that is otherwise 
solidly lined up with Russia. Whether or 
not King George II is voted back to his 
throne is a matter of high importance 
to Greeks. But, regardless of the verdict, 
Greece still will have to meet the prob- 
lem of active communism within her 
borders and pressure from Communist 
states on her Northern frontiers. 
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CUBAN COMMUNISTS HOLD POWER 


THROUGH DEAL WITH PRESIDENT 


Control of labor gives minority 
group dominant voice in politics. 
Party follows Moscow line closely 


Reported from HAVANA 
and WASHINGTON 


Cuba’s Communists, who num- 
bered only a handful in 1937, toduy are 
exerting greater internal power than any 
other local Communist group in the West- 
ern Hemisphere. 

Communists in Cuba not only 
have a large measure of control over 
organized labor, but also wield substan- 
tial political influence through a deal with 
President Ramén Grau San Martin, de- 
spite the fact that he was elected as a foe 
of communism. Administration leaders 
say, however, that this influence is be- 
ginning to decline. 

Although it now goes under the name 

of Popular Socialist Party (PSP), the 
Cuban Communist organization un- 
swervingly follows the - Moscow party 
line, including attacks on capitalism and 
on the U.S. The party now is larger, in 
proportion to national population, than 
any other Communist group in the Amer- 
icas. 
@ Four leaders stand out in the party’s 
spectacular gains in influence and in 
strength, now estimated at 150,000 mem- 
bers. 

Titular leader of the PSP is its presi- 
dent, Juan Marinello. A professor at the 
University of Havana, he served in 
President Fulgencio Batista’s Cabinet, 
and now he is Vice President of the Sen- 
ate. He has attracted intellectuals to 
communism, while others have done the 
party’s pick-and-shovel work. 

Actual director of Communist activities 
is Fabio Grobart. Although he now is a 
Cuban citizen, he was born in Poland 
and educated in Moscow. As secretary 
of the PSP, he lays down policies and is 
responsible for seeing that they are car- 
ried out. 

Principal speaker for the party is Blas 
Roca. A mulatto, he mounts the rostrum 
frequently and appeals to Cuban work- 
ers, many of whom are of his own blood. 

Labor link is Lazaro Pena, head of the 
powerful Cuban Confederation of Work- 


18 ¢ WORLD REPORT 


ers (CTC). The CTC is affiliated with 
the Latin-American Confederation of 
Workers (CTAL), led by pro-Russian 
Vicente Lomardo Toledano, of Mexico. 
Pena lays down the Communist line for 
Cuban labor. 

@ Most effective channel through which 
the Communists operate is the CTC, with 
its 500,000 members. CTC _ unions 
dominate labor in most of the island’s 
industries and extend to store clerks 
and bank employes. Even schoolteachers 
have been organized. The Education 
Association of Cuba complained recently 
that teachers’ organizations were spread- 
ing Communist doctrines in the schools. 

While probably only one fourth of the 
CTC’s members are avowed Commun- 
ists, thousands of others are fellow travel- 
ers. Many of them, however, support 
communism simply as a means of im- 
proving their lot, and they have little 
interest in the international objectives 
of Marxism. 

Immediate aims of the CTC are de- 
clared to be higher pay and better work- 
ing conditions. But CTC leaders have 
urged expropriation of all foreign prop- 
erties—largely U.S. owned—and they 
have laid down as a long-range objective 
the nationalization of all industry. 

Tie-ups of industrial activity by CTC 
unions are frequent. Sometimes these 
strikes and work stoppages have higher 
wages, shorter hours or better working 
conditions as their objectives. But a staff 
correspondent of World Report, states 
that many work stoppages appear to be 
intended to obstruct business and indus- 
trial operations. 

The powerful stevedores’ union, for 
example, tied up all port activity recently 
in an attempt to force all sugar destined 
for overseas to be placed in dock ware- 
houses, then transferred from the ware- 
houses to ships, instead of being trans- 
ferred: directly from freight cars to ships. 

The stevedores’ union, through its con- 


trol of the movement of vital exports and 
imports through the island’s 31 seaports, 
has a strong power over the entire Cuban 
economy. Its repeated demands already 
have raised port costs in Cuba higher 
than elsewhere in the Caribbean, and 
ships’ masters, when they tie up in Cuba, 
never know what new union demand will 
prevent the discharge and loading of 
cargoes. 

@ Chief mouthpiece of the Cuban Com- 
munists is the daily newspaper, Hoy 
(Today), published in Havana. Ad- 
dressed primarily to the workers, it takes 
the position that most of the advances 
which they have made were won for 
them by the Communists. Its editorial 
policies follow the Moscow line. 

Favorite target of Hoy is “Yankee Im- 
perialism,” always a popular subject with 
many Cubans. The average Cuban real- 
izes that he depends largely on the U. S. 
for his economic life, and he is inclined 
to blame the U. S. for his troubles. 

Hoy set the pace for a new line of 
Communist attacks recently when it de- 
manded that U.S. forces vacate certain 
bases in Cuba which they had built and 
were still occupying. Hoy drew a parallel 
between U. S. troops in Cuba and the 
presence of Russian forces in Iran. Radio 
Moscow quickly echoed the attack. The 
Communist press of Brazil followed close- 
ly with a demand that U. S. troops vacate 
Brazilian air bases. 

Higher in its appeal is the monthly 
magazine called Cuba y la U.R.S.S. 
(Cuba and the U.S.S.R.), official pub- 
lication of the Institute of Cuban-Soviet 
Cultural Exchange. 

Radio mouthpiece of the party is Mil 
Diez, one of Havana’s most popular 
stations. 

Education in the principles and tech- 
niques of communism is given to selected 
young Cubans in Leninist schools scat- 
tered about the island. Leninist graduates 
assist in party activities, and some of 
them are sent to other Latin-American 
countries for similar work. 

The Russian Legation’s connections 
with the PSP are not apparent, but 
Cubans believe them to be close. The 
Legation operates under a charge daf- 
faires; he takes orders from the Russian 
Ambassador in Washington, who is ac- 
credited to Cuba. 
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@ Strangest angle of the situation is the 
working relationship between the Com- 
munists and Grau. President Fulgencio 
Batista, who had co-operated with the 
Communists, lined them up behind his 
candidate, Carlos Saladrigas, in the 1944 
election. Grau, a lifelong conservative, 
ran as a foe of communism. 

Although elected, Grau failed to win 
a majority of the seats in Congress. Re- 
membering that trouble with labor had 
cut short his term as President several 
years earlier, and faced with the threat 
of a general strike, he made a labor-PSP 
deal. 

Under the deal, his own principal 
party, the Auténticos, and the Commu- 
nists were to have equal numbers of 
officers and directors of the CTC labor 
federation, with a few directorships going 
to independents. This arrangement, still 
in force, permits the Communists to con- 
trol the CTC with the help of independ- 
ents. 

In the congressional elections held in 
June of this year, Grau and PSP leaders 
worked under another coalition arrange- 
ment. The PSP joined the Auténticos and 
another pro-Grau party, the ABC, in 
supporting a slate of candidates of the 
three parties. The coalition was generally 
successful, and it elected its candidate, 
Dr. Manuel Fernandez Superveille, to 
the most important office at stake, the 
mayorship of Havana. 

But the election also gave Grau a 
majority in the House of Representatives, 
not counting the Communist members. 
This gain for Grau in the House may 
produce an eventual split between him 
and the PSP. 

The Grau Government is ruling largely 

by decree, under emergency war powers; 
Congress has little authority. Now a 
restiveness is developing. A sentiment 
favors a return to normal government. 
@ Two developments may take place if 
Grau, strengthened by his gains in the 
House, decides to break with the Com- 
munists: 

Congress may go into session with its 
peacetime powers restored. If this hap- 
pens, the split betwen Grau and the PSP 
is likely to become increasingly greater, 
and a sweeping realignment among 
Cuba’s numerous political parties may 
result. The Communist Party will be a 
weak minority party in Congress unless 
it can work out a new coalition. 

The CTC elections, scheduled for De- 
cember, will produce a bitter fight within 
the labor federation. Communists must 
battle hard to retain their position. 

The approaching months, thus, may see 
the PSP fighting to hold the power which 
it now exercises within the Government 
and over organized labor. But Grau is 
considered a cautious man; his associates 
say he feels that labor’s recent gains now 
are weakening the PSP. He therefore may 
decide to continue the present arrange- 
ment. 
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PRESIDENT LISTENS WHILE LABOR TALKS 
Grau (bow tie) lends an ear to Pefia, head of the CTC 
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EXPANSION OF CO-OPERATIVES 





IS THREATENING PRIVATE FIRMS 


Oil industry may be first to feel 
effects of international project. 
British, Swedish groups most active 


Reported from 


LONDON, 


STOCKHOLM and WASHINGTON 


Private corporations the world 
over now face the challenge of growing 
competition from co-operatives which 
are branching out into international 
trade. 

Co-operative societies, essentially 
nonprofit associations of consumers or 
private producers organized to supply 
themselves with goods and services, are 
on the increase in many countries. Now 
these organizations are reaching across 
national borders to buy what they need 
for their members. 

Trading between co-operatives of dif- 
ferent countries, all but suspended during 
the war, is reviving rapidly in a number of 
markets. Special missions, representing 
co-operative organizations in more than a 
score of countries, have visited the United 
States in recent months to establish trade 
connections with similar associations in 
America. 

Co-operatives on a world-wide basis, 

equipped to compete with private cor- 
porations in many lines, are a definite 
possibility. Societies in Europe and in the 
United States are banding together to 
form a world co-operative for handling 
petroleum. Plans are being made also for 
co-operative trading of other commodities 
on an international basis. 
@ World plans are to be acted upon 
in October at the Zurich Congress of the 
International Co-operative Alliance. The 
Alliance represents 75 million members in 
34 countries. 

The petroleum industry would be the 
first to feel the impact of the projected 
world association. Co-op leaders of the 
United Kingdom, U.S., France, Holland 
and the Scandinavian countries have been 
working on plans for an international co- 
operative for petroleum since early this 
year. The petroleum committee of the 
International Co-operative Alliance is to 
draft a detailed recommendation for con- 
sideration by the Congress, which will be 
held October 7-10. 
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Two plans for a world petroleum co-op 
are being studied: 

The first would set up the association 
on a brokerage basis with capital of about 
$600,000 to start. In effect, the organiza- 
tion would be a central purchasing agency 
for consumer co-operatives throughout 
the world. Only lubricants would be 
handled in the beginning. 

The second plan is far more ambitious 
and has a much greater bearing on pri- 
vate oil companies. Eventually, it would 
put the international co-op into every 
phase of the petroleum industry, includ- 
ing crude-oil production, operation of 
pipe lines and tankers and refining. Pro- 
moters of the plan estimate a minimum of 
15 million dollars would be required to 
start operations. 

A challenge to the big oil companies in 
international trade is likely whether or 
not a world association is established. 


oF 
Kay oe 


a 





ORANGES ARE BOXED CO-OPERATIVELY 


U. S. oil co-operatives have mushroomed 
in recent years and now export to con- 
sumer Organizations in other countries. 
The Swedish Co-operative Union is build- 
ing a new refinery at Norrképing and is 
preparing to step up its marketing of 
petroleum products. 

@ A bitter fight between co-ops and 
private business now is developing in the 
U. S. and Canada. Opponents of the co- 
operatives in the U. S. are fighting the 
movement through the National Tax 
Equality Association, with headquarters 
in Chicago. The Association claims tax 
exemptions give co-operatives an unfair 
advantage over private competitors. 

First round in the battle apparently 
went to the co-ops during the last session 
of the United States Congress. The 
House Committee on Small Business, 
after an investigation, concluded co- 
operatives are a healthy addition to the 
U.S. economy. The Committee held that 
the income-tax exemption available to 
some co-ops has little bearing on com- 
petitive advantage. 

The Canadian Royal Commission on 
Co-operatives last year reached a similar 
conclusion. 

@ Co-op methods give them a competi- 
tive advantage in many types of business. 
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Wholesale societies of Europe buy large quantities of fruit 
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Co-operatives seldom enter into direct 
price competition with private concerns. 
Instead, they charge the prevailing price 
and periodically pay their members a 
rebate representing the “overcharge” on 
goods bought. Net effect is to lower the 
cost to the consumer. 

Co-ops tend to strengthen one another 
instead of competing among themselves. 
Most foreign trading by co-operatives is 
with similar organizations in other coun- 
tries. Thus the great wholesale societies 
of Europe buy large quantities of dried 
fruits, fresh fruits, grain and other food- 
stuffs from farm co-operatives in the U. S. 
Some associations in the U. S. buy cash 
registers from Sweden, tea from the Brit- 
ish wholesale society. 

It is becoming increasingly common for 
associations to acquire members abroad. 
Some consumers in France and Scandi- 
navia now belong to U. S. co-ops in order 
to purchase tires and petroleum products 
on favorable terms. 

Great economies are effected by pool- 

ing purchases through huge wholesale 
associations. Buying for millions of con- 
sumers, these organizations can order 
by the shipload instead of by the ton. 
@ Most active co-ops in world trade 
are also the oldest and strongest: The 
Scandinavian and British. They are pre- 
dominantly consumer co-ops—the kind 
that act as purchasing agents for their 
members. 

In the U.S., consumer organizations 
are growing fast. In spite of shortages, 
they doubled their volume of business 
during the war and also doubled their 
ownership of manufacturing plants, ac- 
quiring 52 additional mills, factories and 
refineries. 

Swedish retail co-ops sell their mem- 
bers about 275 million dollars worth of 
goods a year. More than a third of Swe- 
den’s families are affiliated with them. 
The Swedish co-operatives are supplied 
principally through the Swedish Co-op- 
erative Wholesale Society (Ko-operativa 
Férbundet), which operates a network of 
industrial enterprises, including a marga- 
rine factory, a vegetable oil mill, pottery 
works, a tire factory, a shoe factory and 
plants for making charcoal, paper and 
cellulose. 

The Swedish society has become a big 
name in world trade through large pur- 
chases of foodstuffs, textile fibers, hides, 
rubber, chemicals and other raw materials 
for its factories and processing plants. 

The Scandinavian countries have put 
co-operatives into business at the inter- 
national level. The Scandinavian Co- 
operative Wholesale Society is operated 
jointly by members in Denmark, Fin- 
land, Sweden and Norway. With main 
purchasing office in London, the Scandi- 
navian society deals directly with world 
producers to obtain goods for its two 
million members in the Nordic countries. 
The organization dips into granaries and 
warehouses throughout the world for 
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Co-ops on a world-wide basis are a definite possibility 


dried fruit, coffee, copra, grains and 
many other commodities. 

Another inter-Scandinavian society, 
Ko-operativa Lumaférbundet, operates 
the Luma electric lamp factory, with 
ownership going back to the co-operative 
wholesale societies in all the Scandina- 
vian countries. Lumaférbundet also has 
a one-third interest in a factory that 
makes light bulbs and electrical appli- 
ances in Britain. 

British co-ops have been flourishing 
for 100 years. Co-operative Wholesale 
Society Ltd. maintains purchasing mis- 
sions in New York, Sydney and other 
great trading capitals the world over. 
C.W.S. and the Scottish C.W.S. together 
furnish about 70 per cent of all the goods 
sold by co-operatives in the United 
Kingdom. Retail co-ops sell to about half 
the British population. 


The English and Scottish wholesale 
societies jointly operate tea plantations 
in Ceylon, South India and Assam and a 
cocva plant at Luton, England. Their out- 
put is about 240 million dollars a year. 

Future of the co-operative movement 
has a direct bearing on world trade. 

Co-operatives within nations are on the 
increase everywhere. Many of these are 
showing eagerness to break into inter- 
national trade or expand the trade they . 
have begun already. 

Plans for a world co-operative society 
are shaping up within the International 
Co-operative Alliance. Groundwork al- 
ready has been laid in a series of un- 
official conferences. Penetration by co- 
operatives into world trade is to continue 
and is to have far-reaching implications 
for the great corporations that now domi- 


nate the field. 
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RUSSIA BUILDING UP SEA POWER 





Emphasis being placed on expansion 


of merchant fleet. Shortage of ship 


repair, port facilities are obstacles 


Russia is going after sea power, 
both in merchant shipping and naval 
craft. 

The merchant fleet of the Soviet 
Union, eleventh in 1939, now ranks 
fourth in the world behind the U.S., 
Britain and Norway. Russia has about 
two million tons afloat, far below the 
tonnage of a maritime nation of the first 
rank, but further expansion of her fleets 
is under way. The accent is to be on a 
bigger merchant marine to handle post- 
war trade, but the Russian Navy is to 
grow, too. 7 

Stronger defense in her own waters is 
the naval goal of Russia. The Red Fleet 
today, although the third largest in the 
world, is small and obsolete compared 
to those of the U. S. and Britain. A build- 
ing program now is planned to make it 
stronger, but Russia has little chance of 
ever becoming a first-class naval power, 
though Soviet admirals sometimes talk 
in these terms. 

Geography alone makes great sea pow- 

er impracticable for Russia. She needs 
four independent fleets, one each for the 
Baltic Sea, the Black Sea, the Arctic and 
the Far East. In wartime, none of these 
would have free access to the open seas 
to join forces, nor would they have bases 
vital to big naval operations. 
@ Merchant shipping, however, has 
great value for Russia. The oceans are 
open to her. Her vessels can carry most 
of her world trade or earn foreign cur- 
rency by competing for the commerce 
that once moved in German, Italian and 
Japanese ships. _ 

Routes established by Soviet shipping 
lines already cross almost all the world’s 
seas. Soviet freighters call at ports on 
almost every continent. Black Sea vessels 
reach to the Levant and Africa, Boston 
and New York, India and the Far East. 
Leningrad’s ships take the southern route 
to England, the Mediterranean and 
Odessa. 

Baltic freighters cross the world to 


22 © WORLD REPORT 


Vladivostok. Pacific merchantmen ply be- 
tween Siberia and the West Coast of the 
U. S. Plans call for routes from Siberia 
to China and Australia. Fifty ships are 
to be assigned to Latin-American runs. 
One luxury liner of 16,595 tons, taken 
over from the Hamburg-Amerika Line, 
already has made its maiden voyage to 
New York. 

Ships from the U.S., Germany and 
Finland have enabled Russia, despite the 
loss of one fifth of her prewar vessels, to 


outstrip the war-damaged merchant fleets _ 


of seven nations. Russia’s sea-going ton- 
nage now is almost three quarters again 
as large as it was in 1939. 

One third of Russia’s mercantile ships 
today are Lend-Lease freighters and 
tankers from the U. S. Negotiations for 
purchase of these vessels are under way. 
More than one sixth of Russia's commer- 
cial tonnage is made up of German and 
Finnish ships, obtained as reparations. 
Other ships are sought from Japan's de- 
pleted merchant fleet. 

Shipbuilding facilities will be more 
than doubled by reparations from Ger- 
many. Soviet engineers are dismantling 
and ferrying to Russia the famous Desch- 
imag shipyard at Bremen, which built 
liners up to 16,000 tons and constructed 
Germany's largest submarines. Its 16 
berths were able to turn out 90,000 tons 
of cargo ships a year. 

Russia’s own shipyards are badly dam- 
aged. Leningrad, which was under bom- 
bardment for a long period, had not re- 
sumed ship production by late spring, 
and it contains 5 of Russias 10 major 
shipyards. 

This is one reason why the Soviet 
Union tried so hard to win Trieste for 
Yugoslavia. Shipyards in the Trieste area 
turned out more than half of Italy’s pre- 
war vessels. Russia now is attempting to 
place orders in these and other Italian 
shipyards. 

@ Russia’s rise in maritime strength, 
which began in 1927, is to continue once 


TO HANDLE TRADE, GUARD COASTS 


ports and shipyards are rebuilt under 
the current program of construction. 

The Five Year Plan calls for the carry- 
ing of twice as much sea freight in Soviet 
bottoms in 1950 as was carried in 1940. 
Under the goals of the Five Year Plan, 
salt-water shipping is to be increased by 
400,000 tons. Port mechanization is 
planned to reduce manual loading from 
60 per cent in 1937 to 23 per cent by 
1950. Shipbuilding is to be increased 
100 per cent, repair capacity 150 per 
cent and deepwater piers 70 per cent. 
Extensive port building is planned for the 
East Coast. 

Russia’s chances of carrying out these 
plans cannot be estimated accurately 
abroad. Her development of a maritime 
fleet has been steady, however, for the 
last 20 years. 

The Soviet Union had only 200,000 
tons of shipping in 1921. By 1924, the 
Russians had accumulated 331,921 tons. 
The total was doubled during first Five 
Year Plan and doubled again by 1939. 

Ship purchases abroad. and domestic 
production, which reached a rate of 
60,000 tons a year, made it possible for 
Russia to carry 82 per cent of her imports 
and 30 per cent of her exports by the 
time World War II broke out. 

@ Obstacles to further maritime strength 

are great, however. With 90 per cent of 
her foreign trade carried by water, Rus- 
sia wants to expand her merchant marine 
as rapidly as possible. But facilities for 
ship repair, port equipment and the 
training of seamen and dockworkers have 
fallen behind. 

Now, with Russian tonnage greatly 
increased and her shipyards and docks 
damaged, these bottlenecks may prove 
more troublesome than before. 

Facilities for ship repair are so short 
in Russia that many vessels operate while 
unseaworthy. In 1938, only 21 per cent 
of Soviet merchant ships were registered 
as seaworthy. 

Soviet newspapers charged then that 
ships of the Baltic fleet were used until 
they became unfit for service, and the 
Commissariat of Water Transport was 
accused of “destroying vessels year in 
and year out” for lack of repairs. 

Loading and unloading facilities are 
strained and inefficient. In the late ’30s 
freighters wasted 30 per cent of their 
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Geography is a barrier to naval operations on a big scale 


operating time standing by in port. Tank- 
ers wasted 15 per cent of their time. 
Port mechanization reduced manual 
loading from 86 per cent in 1932 to 60 
per cent in 1937, but still lagged far 
behind the goal of 26 per cent set by the 
second Five Year Plan. 

Other shortcomings pointed out by 
Soviet newspapers in a display of self- 
criticism were that cargoes frequently 
arrived damaged, sailing schedules were 
ignored, ships were slow, accommoda- 
tions for passengers were unsanitary, 
food was poor and the sale of tickets 
poorly organized. 


Lack of discipline and disregard of 
navigation rules brought 364 cases of 
shipwreck in one year. In another 12- 
month period, one third of the captains 
in the Black Sea were fined for ship- 
wreck accidents. Only two years before 
the war, Izvestia, the Russian newspaper, 
complained that “chaos reigns in Soviet 
shipping.” 

@ The future. Remedies for some of 
these troubles have since been found, 
but Russia’s route to maritime strength 
will not be easy for the next few years. 
She will be aided by her new shipping 
and by the war-acquired ports of Riga, 


Tallinn and Kaliningrad (formerly KGnigs- 
berg) in the Baltic, Petsamo in the Arctic 
and Dairen in the Pacific. Some sources 
predict Russia’s foreign trade will be 
double what it was before the war. 

Whether or not the Soviet merchant 
marine can keep up with that trade ex- 
pansion depends largely on the success 
of the programs for repairing ships and 
mechanizing ports. But Soviet leaders 
are closer now than they ever have been 
to a goal they have sought for three 
decades: a merchant fleet big enough 
and modern enough to carry all of Rus- 
sia’s foreign trade. 
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NETHERLANDS 
204,000 


GREAT BRITAIN 
397,591 


BELGIUM 
125,000 


FRANCE 
820,000 


15 MILLION GRAVES 
AZIS’ TRAIL 


Russians and Poles suffered 
most among 9 nations invaded 

















4,620,000 


CZECHOSLOVAKIA 
190,000 


1,680,000 


ORLD WAR II exacted a heavy toll in lives in the 
at Restiesans countries that were invaded and oc- 
cupied by German armies in 1939-1945. Mortality 
statistics gathered from official sources show that ap- 
proximately 15 million nationals of nine countries 
(France, Belgium, the Netherlands, Norway, Poland, 
Czechosiovakia, Yugoslavia, Greece and Soviet Rus- 
sia) were soldiers killed in action and civilians who 
were killed in bombings or were executed or who 
# died of malnutrition and war-caused diseases. 

There is no estimate of separate civilian and mili- 
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YUGOSLAVIA 


RUSSIA 
7,000,000 


GREECE 
490,000 


tary dead in Russia, but 7,437,000 of the 7,859,000 
in the other invaded countries were civilians. Russian 
civilian losses were extremely heavy. 

As a basis for comparison, Britain's and Germany's 
losses also are shown on gravestones dotting Europe. 

Soviet Russia's losses were highest, but only 3.7 
per cent of the prewar population. Poland suffered 
heaviest, with a loss of 13.6 per cent of its 35,400,000 
population, while Yugoslavia lost 11.2 per cent of its 
15,000,000 population. Uninvaded Britain’s losses 
were less than 1 per cent; Germany's 5 per cent. 
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THE ISSUE 


HE EXPLOSIVE QUESTION of control of 

the Straits of Dardanelles which lie 
between Europe and Asia, is now up for 
decision. 

The basic issue is this: Russia wants 
control of the Straits. Britain and the 
U.S. stand in the way. Turkey is the 
guardian of the Straits. 

At stake is control of three bodies of 
water—two channels and an inland sea 


-much like the waterway between Lake 


Erie and Lake Huron. They link the 
Black Sea and Russia with the Mediter- 
ranean and the West. 

In the North, the Bosporus leaves the 
Black Sea and flows past old Constan- 
tinople, now Istanbul, and the little inlet 
called the Golden Horn. It empties into 
the Sea of Marmora, 115 miles long. 
Across this sea, the Dardanelles, which 
is not much more than a mile wide at 
one point, cuts through the Gallipoli 
Peninsula in Europe and the site of an- 
cient Troy in Asia Minor to reach the 
Aegean. 

The struggle for control of this sea- 
way has raged through history from the 
days of Ivan the Terrible in the 16th 
century to the present. Many powers 
have left their dead on its shores, but 
the most frequent contestants were the 
Turks, who never lost possession of the 
Straits, and the Russians, who want to 
win them. 

When they are strong, the Turks hold 
their prize by force of arms. Peter the 
Great of Russia, though defeated by the 
Turks, created the Russian Navy. It was 
Peter, the Czar, who set the objective 
which Stalin, the Red Premier, still 
hopes to attain. Stalin, like Peter, seeks 
a free outlet to the Mediterranean for 
his country. 

The barrier to Russia’s possession of 
this prize no longer is Turkey. Early in 
the 19th century, as the Ottoman Em- 
pire crumbled, Britain stepped in to 
block the realization of Russia’s dream. 

Britain’s aim is equally clear. A strong 
Russia astride the Straits would domi- 
nate not only Eastern Europe but would 
threaten the Suez Canal and Britain’s 
life line to India and the Far East. 

Time has not changed this basic 
rivalry. Only once, under the pressure of 


THE DARDANELLES: 





RUSSIA’S OBJECTIVE 


World War I, did Britain waive her 
policy of keeping Russia out of the 
Straits. By a secret treaty in 1915, Brit- 
ain promised Czarist Russia bases on the 
Dardanelles. 

British warships were unable to get 
through the Straits, and British troops 
suffered terrible losses in Gallipoli that 
year fighting the Turks and the Ger- 
mans to reach Czarist Russia. Russia’s 
defeat and revolution wiped out the 
treaty offer. Peace brought the United 
States into the issue, but Americans 
were not willing at that time to assume 
any kind of responsibility in Europe. 

The twelfth of President Wilson’s 
Fourteen Points asked that “the Dar- 
danelles be permanently opened as a 
free passage to the ships and commerce 
of all nations under international guar- 
antee.” At the Versailles Peace Confer- 
ence, the U.S. was urged to accept a 
League of Nations’ mandate over the 
Straits. When Americans made it clear 
that they preferred to stay out of 
Europe's troubles, the problem of the 
Straits was turned back for settlement 
by the powers in Europe. 

Communist Russia, fighting off attacks 
from anti-Communist armies supported 
by the European powers, was not asked 
to participate in the settlement of the 
Straits problem. The Treaty of Lau- 
sanne, forced upon a Nationalist Turkey 
in 1923, brought about the demilitariza- 
tion of the Straits, guaranteed free pas- 
sage of ships and established interna- 
tional control under the League of Na- 
tions. 

Both Russia and Turkey felt them- 
selves threatened by the Lausanne 
Treaty, which opened the Black Sea to 
the navies of the West. They formed an 
alliance of friendship and nonaggression 
in 1925. For 16 years, the new Turkey 
got help from Soviet Russia in arms, 
loans and industrial equipment. Moscow 
even agreed to keep its Communist 
Party from operating in Turkish terri- 
tory. While Turkey kept a close guard 
on the Straits, the power of the Soviet 
Union increased. 

Russia’s increasing strength worried 
the Turks. They believe that when Rus- 
sia is weak she wants the Straits under 
Turkey’s control and closed to all ships 
of war. They also believe that when Rus- 


sia is strong, she wants the Straits 
opened to her warships with a share in 
control of the passage. Conversely, Brit- 
ain, when weak, wants the Straits closed 
to Russia, but prefers them open to war- 
ships of all powers when Russia is weak. 


MONTREUX CONVENTION 


In 1936, Turkey pressed for revision 
of the Lausanne agreement governing 
the Straits. Her request was presented 
through legal channels the year after 
Italy seized Ethiopia and as the new 
strength of Nazi Germany was becom- 
ing apparent. It was well received, par- 
ticularly since it was supported by Rus- 
sia, whose friendship was desired by 
Britain and France. The result of Tur- 
key’s request was the Convention signed 
at Montreux, Switzerland, on July 20, 
1936. 

The Montreux document, which Rus- 
sia now seeks to revise, gave Turkey 
new prestige in Europe as the watchman 
on the Straits. Its provisions merit exam- 
ination. 

Turkey was authorized to refortify 
the Straits, the international control 
commission was abolished and rules gov- 
erning use of the waterway were laid 
down. These rules were designed to 
allay Russia’s suspicions of the West. 

States without ports on the Black Sea 
may send no more than nine warships, 
totaling 15,000 tons, through the Straits 
at one time. Advance notice must be 
given the Turks. In time of war, if Tur- 
key is a belligerent or threatened, the 
passage of warships is left to her dis- 
cretion. 

The new Convention was signed by 
nine nations—Britain, France, Russia, 
Turkey, Japan, Bulgaria, Greece, Yugo- 
slavia and Romania. The U. S. was not a 
signatory. 

The crisis now rising over the revision 
of the Montreux Convention would have 
come no matter how Turkey had inter- 
preted the terms of this agreement. 
Russia’s new power and position as a 
victor nation gives her ample reason to 
demand a more favorable revision of 
Montreux. Russia now charges that the 
Turks favored the Axis powers in their 
wartime interpretation of the provisions 
of the agreement. 


a a a i a, a tt mm ee, ee, a, a, me, a oe ee, mm em am ma, FU 0 Ue Ve Ua, Ve Va, Ye, Ya, am a a 








—_—_ —_—_ = -——e 4A bee SS FH FO Oe hs 


Pa Oe Ee Oe TE ee Oh cor oe a 


Fe er het 

















Soviet Union’s New Campaign to Control 


the Waterway Between Europe and Asia 


Warships and auxiliary vessels were 
minutely defined at Montreux, but the 
diplomats of 1936 could not foresee the 
types of warships that were to be used 
| in the Black Sea a few years later.-The 
Germans used small craft that did not 
fall within the Montreux classification. 
German attempts to evacuate these ships 
through the Straits brought protest to 
Turkey from Britain and Russia. 

When war in Europe ended and the 
representatives of the U. S., Britain and 
Russia met at Potsdam, the Turks knew 
that Russia would raise the question of 
control of the Dardanelles. Russo- 
Turkish relations were bad. 

The Turks had signed a friendship 
pact with Hitler just a few days before 
the Nazi attack on Russia. Moscow had 
created a Pan-Slav Committee, which 
seemed to the Turks an instrument for 
reviving the old Czarist dream of a 
Pan-Slav federation in Eastern Europe 
with Istanbul as its capital. Moreover, 
the Turks had not declared war on Ger- 
many until warned that only nations 
that had done so would be invited to 

the San Francisco Conference. 
| President Truman, reporting on the 
Potsdam Conference, proposed that free 
and unrestricted navigation be estab- 
lished for navigable waterways in Eu- 
rope, like the Danube, the Straits, the 
Rhine and the Kiel Canal. Turkey ap- 
plauded, for, though this might mean 
she would lose control of the Straits to 
an international commission under the 
United Nations, at least Russia would 
not control them alone. But the Russians 
soon made it clear that they did not 
share the U.S. view, at least insofar as 
the waterways under their control, like 
the Danube, were concerned. 

Russias reaction led the U.S. to 
abandon blanket proposals for freedom 
of the Straits. Secretary Byrnes, in a 
note to the Turkish Government, pro- 
posed that passage through the Straits 
be governed by four principles: 

(1) The Straits should be free to 
merchant ships of all nations at all 
times. 

(2) The Straits should be open to the 
warships of the Black Sea powers at all 
times. 

(3) Warships of nations not on the 


'® Black Sea above a certain tonnage 







should be permitted to pass in peacetime 
only with the consent of the Black Sea 
powers. 

(4) The Montreux Convention should 
be revised to eliminate Japan as a signa- 
tory and establish the United Nations as 
the supervising organization. 


RUSSIA’S TACTICS 


Russia’s reaction to this U. S. proposal 
and to a British plan that followed the 
same lines was to ignore them. Both the 
U. S. and British proposals were accept- 
able to Turkey as a basis for discussion. 
The Russian position, however, had 
been made clear by the Russian attitude 
toward the Turkish Government. 

In the summer of 1945,-the Soviet 
Government had denounced the Russo- 
Turkish Treaty of friendship of 1925. 
Moscow radio charged the Turks with 
pro-German activities during the war. 
Finally, the Turks asked the Russians 
to set the conditions for a new treaty. 
Foreign Minister Vyacheslav Molotov 
set the following prerequisites for a new 
treaty with the Turks: 

(1) The retrocession of Kars and 
Ardahan, a strategic mountain district 
bordering Soviet Armenia and ceded to 
Turkey by Russia in 1921. 

(2) A revision of the Montreux Con- 
vention that would permit Russia to 
share in the defense of the Straits. 

The Turks rejected these conditions, 
but Moscow had only begun its cam- 
paign. The Soviet Government enlisted 
the help of Armenians throughout the 
world to ask for the cession of Kars and 
Ardahan to the Armenian Soviet Re- 
public. At one period in history, Arme- 
nians controlled the region, now settled 
by a medley of races. With this storm 
brewing, Moscow turned its attention to 
the Straits. 

Under the terms of the Montreux 
Convention, slated to run for 20 years, 
the contracting powers may call for re- 
vision of the agreement every five years 
if they notify the other signatory powers 


_of their intention to do so three months 


in advance. Two days before the dead- 
line for notification prior to the second 
five-year term, Russia sent a note to Tur- 
key demanding revision. 

The Russian note followed the U. S. 


proposal that the Straits should always 
be open to merchant traffic and to the 
warships of Black Sea powers. But it 
continued: 

“Turkey and the Soviet Union, as 
the most interested powers and those 
most capable of insuring the freedom of 
merchant shipping and security in the 
Straits, will organize by joint means the 
defense of the Straits to prevent their 
use by other states for purposes hostile 
to the Black Sea powers.” 

A copy of the Russian note was sent 
to Britain, but not to the other signa- 
tories at Montreux. The U. S. got a copy, 
too. Russia was following her usual 
policy that such matters were for the 
Big Three alone to settle. 

The Russian tactics, ‘moreover, are 
similar to those she used in dealing with 
another Middle Eastern state, Iran. Just 
as she exerts pressure on Turkey 
through the Armenian border provinces, 
she exerted pressure on Iran’s border 
province of Azerbaijan while seeking 
concessions from the Iranian Govern- 
ment. Should trouble break out in Kars 
and Ardahan, the Turks are expected to 
take it to the Security Council of the 
United Nations, where Iran got a hear- 
ing for her case. 

Turkey, though far stronger in her 
own right than Iran, is confident, like 
Iran, that self-interest as well as ideal- 
ism will lead Britain and the U.S. to 
keep the Straits from Russia's exclusive 
management. The Ankara Government 
has stood firm against Russia’s claim to 
the border provinces. The Turkish 
Premier, Recep Peker, also says he does 
not propose to negotiate with Russia 
alone over the disposition of the Straits, 
but will submit the revision of Montreux 
to “the Allies and interested states.” 

The states directly interested are all 
the Danube nations, now well under 
Russia’s thumb, together with Greece 
and the principals, Russia, Turkey and 
Britain. The United States also is in- 
terested, not only politically but eco- 
nomically. For Russia’s ambitious plans 
for industrial expansion may send the 
total net tonnage of ships using the 
Straits to well over the 20,000,000 mark 
of 1931. Many of these ships will be 
American. 

The diplomatic struggle over control 
of the Straits barely has begun. Russia 
will not give up the goal set by Peter 
the Great without a prolonged struggle. 
As the Russians see it, the Black Sea 
now is a Russian lake, but, unless the 
Straits are managed by Russia, war may 
bring invaders into that lake. 
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GOVERNMENTS ARE LINING UP 
FOR LOANS FROM WORLD BANK 


Institution will consider requests 
for war repairs in 3 months when 
767 million dollars are collected 


Governments anxious to hurry 
reconstruction of their countries are dis- 
cussing loans with the new Interna- 
tional Bank for Reconstruction and De- 
velopment, even though the institution 
will not be ready to do business before 
autumn. , 

The Bank now is receiving from 
38 member nations $153,400,000 in gold 
and U.S. dollars, representing the first 
installment of 2 per cent on its eventual 
capital of $7,670,000,000. 

Three months from now, another pay- 
meat, amounting to 8 per cent and pay- 
able in national currencies, will be due, 
bringing the working capital to 767 mil- 
lion dollars. 

Then the Bank will be in position to 
consider requests for loans from member 
nations seeking credits to repair war 
damage and to begin long-deferred de- 
velopment of unexploited areas. Most of 
the loans will go for purchases in the U. S. 
@ Immediate outlook for loan requests, 
as indicated by informal conversations 
in advance of applications, is this: 

France, to supplement credits recently 
received from the U. S. Government, 
wants to borrow 500 million dollars from 
the Bank for food, construction materials, 
industrial and agricultural machinery and 
transportation equipment. 

China has not yet decided upon a 
figure, but she has great need for devel- 
opment of a transportation system in the 
interior. Chinese representatives say there 
is no point in borrowing for an indus- 
trialization program until adequate trans- 
port is available. 

Poland hopes for an early loan of 100 
million dollars and up to 500 million dol- 
lars during the next 10 years. First funds 
are to be used for food and railroad 
equipment. Later borrowing will go into 
rebuilding of factories. 

Belgium has been talking about an 
application to the World Bank for a loan 
of 200 million dollars, but improvements 
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in that country’s economic situation may 
scale down the requests by the time the 
Bank is ready to receive them. 

Netherlands officials also will ask the 
Bank for financial aid, especially for 
reconstruction in the East Indies. Mean- 
while, agents of the Dutch Government 
have been negotiating loans with the U. S. 
Government and with private bankers in 
the United States. 

Iran wants a loan for construction of 
oil refineries, but no figure has yet been 
mentioned in informal discussions. 

Latin-American members of the Bank 
are looking forward to benefits, too. Prin- 
cipal requests at first will come from 
Bolivia, Paraguay and Peru, all of whom 
need farm machinery and transportation 
equipment. ; 

At the outset, the Bank probably will 
grant some emergency loans out of its 
capital assets now being collected, but 
permanent policy puts the emphasis on 
guaranteeing loans made by private in- 
vestors. 

Unless the Bank itself borrows in the 
investment market before very long, in- 
dicated applications for loans will be 
quick to eat up its capital. Legal techni- 
calities in a number of American States 
are excluding savings banks and insurance 
companies as potential purchasers of 
Bank securities. Only New York State 
has opened the way for investment by its 
savings banks, but insurance companies 
are still barred as customers. These prob- 
lems may be lessened by changes in 
State laws after State legislatures con- 
vene next January. 

One temporary solution undoubtedly 
will be the granting of loans consider- 
ably beyond the Bank’s assets on the 
theory that borrowing countries will 
stretch out over a period of months or 
years the withdrawal of the funds prom- 
ised to them. 

@ Principal purposes of the new insti- 
tution are pretty much what its name 





implies. But its underlying objective is 
to make possible an early resumption of 
confident investment in many parts of 
the world. Without the Bank, in this 
period of postwar uncertainties, private 
investment on an _ international scale 
would be timid and slow, insufficient to 
meet the need. 

The Bank and its companion unit, the 
International Monetary Fund, grew out 
of the Bretton Woods Conference of 
1944. Together, if successful, they should 
go a long way toward stimulation of high 
levels of employment in member coun- 
tries, high productivity and expansion of 
international trade. For the first two 
goals, the Bank and Fund will not be as 
important, of course, as domestic meas- 
ures taken by each nation. But, for many 
enterprises, an export market will mean 
the difference between just “breaking 
even’ and returning a profit. 

Stimulation of investment will be en- 
couraged by the Bank in this way: When 
requested to guarantee a loan, the Bank 
first will assure itself that the project for 
which the loan is asked is sound. Second, 
it will require evidence that the neces- 
sary funds cannot be raised in the private 
market at reasonable rates of interest. 
Third, it will determine whether the bor- 
rower will be able to service and repay 
the loan. And, finally, it will require the 
guarantee of the government of the 
country in which the project is to be 
located. 

The idea is that, with this procedure, 
risks of international loans will not fall on 
the investors, as they did in the ’20s, or 
even on any one government, as in the 
case of recent U. S. advances. Instead, 
the risks will be shared by all 38 members 
of the Bank on the theory that they will 
benefit from any increased volume of 
trade and income that will flow from 
additions to international investment. 

Direct loans by the Bank will be of 
two kinds. By selling its own obligations 
in the markets of member countries and 
lending the proceeds, the Bank will serve 
as intermediary between borrowers and 
lenders. It also will make loans out of 
its own capital, limited to 20 per cent of 
subscriptions by members. 

The remaining 80 per cent of capital 
subscriptions will be retained by the 
members as a guaranty fund, to be 








called upon if necessary only to meet 
obligations due to losses on guaranteed 
loans or from the sale of the Bank’s own 
securities. 

@ Payments by members on the current 
call for capital, for which an August 24 
deadline was set, are being made for the 
most part merely by book transactions in 
accounts held by the larger countries in 
the Federal Reserve Bank of New York. 
Transfers of “earmarked” gold or of dol- 
lars are carried out at the direction of 
the member nation. Not all of the mem- 
bers have such facilities, but they have 
been demonstrating their eagerness to 
meet the deadline, nevertheless. 

Ethiopia, for example, is actually ship- 
ping her $60,000 deposit in raw gold. 
Lacking refining facilities, Haile Se- 
lassie’s Treasury is forwarding what it 
has, to be finally assayed upon arrival. 

India is not allowing political uncer- 

tainties to interfere with meeting her 
commitment. Payment of 8 million dollars 
is being made simply on the recommenda- 
tion of the representatives India sent to 
Bretton Woods. The November 25 pay- 
ment of 32 million dollars will have to 
be approved by the entire Indian Assem- 
bly or the new interim Government. 
@ Russia’s absence from membership in 
the Bank is not to hamper the institu- 
tion’s initial operations. The Soviet Union 
cannot be expected to receive any more 
concessions from either the Bank or 
Fund, however, so long as she remains 
outside the two organizations. 

Russia participated in the Bretton 
Woods meetings, and then failed to join 
up as a charter member. The Soviet Gov- 
ernment later was permitted to have 
observers at organization meetings of the 
two institutions at Savannah, Ga., in 
March. Since then, however, the Russians 
have not been invited to sit in on other 
developments. They were not invited to 
attend the first annual meetings of the 
Fund and Bank governors in Washington 
next month. 

Already the Fund and Bank have ex- 
tended the time for acceptance of charter 
memberships, but it is generally accepted 
now that Russia will not sign up before 
the p.esent deadline of December 31. 
@ Immediate problem for the Bank is 
the matter of getting personnel to staff 
the institution. President Eugene Meyer 
wants a staff that will be international 
and not heavily weighted with Ameri- 
cans simply because the headquarters are 
located in the U. S. That is why the Bank 
has recruited only 39 employes to date. 
@ Prospects are good for genuine con- 
tributions by the Bank to restoration and 
growth of international prosperity over 
the long pull. But, for the immediate 
future, much of its effectiveness is going 
to be measured by the extent to which 
its borrowing members can find needed 
goods in the United States and how they 
will react to unsettled prices in the Ameri- 
can market. 
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LEAD OUTPUT DROPS 
AS DEMAND RISES 


Shortage is delaying industrial 


recovery and driving up prices. 
No immediate relief is in sight 


An unforeseen drop in postwar 
production of lead is slowing industrial 
recovery all over the world. Demand is 
far ahead of output, and the shortage, 
acute now, is to grow more severe. 

In the United States alone the 
supply of lead this year will be 25 per 
cent below the barest needs of manu- 
facturers. In other countries, the situa- 
tion is more critical. 

Automobile, petroleum, building and 
communications industries are hardest 
hit. Carpenters, plumbers, painters and 
even commercial fishermen are having 
more and more trouble getting the lead 
they need. The shortage is driving up 
prices all over the world. 

@ Four things have happened to cut 
down the world’s supply of lead: 

Fewer mines are being worked now 
than before the war. German deposits, 
the biggest in Europe, are producing at a 
fraction of their capacity. None of the 


producers whose operations were broken 


off by war are in full swing yet. 

The war knocked out two leading pro- 
ducers on either side of the world, Yugo- 
slavia in Europe and Burma in the East. 
Before the war, they mined 175,000 tons 
a year, 10 per cent of the world output. 
But mines and equipment damaged by 
war have not yet been restored, and pro- 
duction has all but vanished. 

In other countries far from combat, the 
war brought a halt in the search for new 
deposits of lead. 

As a result, the output of lead during 
the war fell off more than 100,000 tons a 
year in North America, 15,000 tons in 
South America and 13,000 tons in Aus- 
tralia. In all, world production dropped 
from 1% million tons a year to 1% million. 
Since the end of the war, an even 
sharper drop has occurred. 

A labor shortage is reducing the capa- 
city of the shafts now in operation. In the 
U.S. alone, mines are short 4,000 men. 
That means a 25 per cent cut in output, 
an annual loss of 100,000 tons of lead. 
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A similar situation exists in Canada, 
Mexico and Australia, the world’s other 
big producers. Higher pay rates and 
easier work in shipbuilding and other 
war industries started the move out of 
the mines. 

Even with governmental subsidies, 
many mines are operating on a close mar- 
ginal basis. Operators claim U. S. ceilings 
on prices limit their ability to improve 
working conditions or raise wages. Be- 
cause they are working old deposits, 
miners now have to dig deeper for lead. 
That means more equipment and higher 
costs. 

Strikes in the United States and Mex- 
ico have slowed mining further. A four- 
month stoppage in U. S. mines and smelt- 
ers cut the annual rate of production to 
50 per cent below minimum requirements 
of American manufacturers. Lead lost 
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HOUSING FIXTURES 
‘Lack of pipe delays installation 


— 


during the strike amounted to 50,000 © 
tons. ‘ 

A two-month strike in Mexican mines, ~ 
biggest source of U.S. imports, further 7 
aggravated an already acute shortage. 

Distribution problems add to the other ~ 
obstacles. During the war, Britain and the © 
U. S., the biggest lead consumers, con- * 
trolled distribution of the metal. Attempts 
to continue allocations are breaking down 
because of opposition from producing 
countries. 

Australia, Canada and Mexico now are 
balking at the quota system. They would 


' rather sell lead to the highest bidder in a 


free market. The world price is more than 
10 cents a pound, higher than the U. S. 
and Britain pay through wartime con- 
tracts. 

Britain is almost totally dependent up- 
on imports. Now the U. S. also must add 
imports to the dwindling output at home 
to meet rising needs. But U. S. imports 
of lead have dropped from almost half 
a million tons in 1942 to an estimated 
150,000 in this year. 

The Government does the importing in 
the U.S. It buys lead abroad at world 
prices and takes a loss by selling the 
metal to American manufacturers for the 
ceiling price of 8% cents a pound. Lead 
producers want the ceiling and subsidy 
removed in the U.S. to bring the U. S. 
price into line with prices in the world’s 
free market. Producers say that the total 
output would be increased that way be- 
cause more companies could produce at 
a profit and a search for new lead de- 
posits would be encouraged. 

The world problem is illustrated by the 

U. S. deficit in lead for this year. A supply 
of 825,000 tons from all sources is ex- 
pected. Opposed to that there is a need 
for 1% million tons of lead. 
@ The demand for lead in peacetime, 
which producers hoped would be enough 
to maintain the wartime level of pro- 
duction, is far greater than expected. 
Storage-battery manufacturers want more 
lead to replace war-worn units. New 
automobiles add to that demand. Paint 
containing lead, lead pipes and fixtures, 
solder and caulking are needed to patch 
up old houses and build new ones. Lead 
covering is needed for cables in com- 
munications lines that were made to 
last through the war. High-test gaso- 
line containing lead is wanted for post- 
war Cars. 

To rebuild damaged cities and indus- 
tries in Europe and the Orient, more lead 
is needed than ever before. 

In the long run, the shortage is ex- 
pected to ease. The world’s reserves of 
lead are nowhere near exhaustion. But 
there is no immediate relief in sight. 
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‘Biggest question-mark in world trade today is how and whether 
the British and Americans car reconcile their trade policies. 

British preference is for government controls over trade. 
U.S. prefers to progress toward free trade. World business’'is puzzled, 
cannot plan ahead, struggles between these two poles. 

Clashing trade policies of the two powers will come into the open 
at the 18-country parley on world trade to start in October. 

But already jockeying behind the scenes is intense. 

U.S. emissaries going out to major trading countries to persuade 
them to back free-trade policies are finding that the British 
already have got in their innings. 

Electioneering is heavy because neither side can clearly count 
on a majority of the 18 countries. 

Skirmishing by Britain and the U.S. seems to indicate that both 
believe the October meeting will be more important than the agenda 
suggests. Agenda calls only for planning a 1947 conference in which all 
nations could participate to settle the fate of world trade. 





























Other plans are afoot to set up ground rules for those who trade 
internationally in products like wheat and oil. Canada wants the 
International Wheat Council to accept a plan for controlling export 
prices for wheat for four years. It seems similar to her wheat 
agreement with Britain, means more government controls. 

In oil, the British-American agreement, never approved by the 
U.S. Senate, is to be abandoned. But these two powers will now devise 
another oil accord to be applied to all producers and consumers who 
want to join. There's talk of an oil organization in the U.N. 

International organizations are becoming an obsession. 














Rise in U.S. ceiling for coffee, predicted here three weeks ago, 
is to be the first in a series of such actions affecting imported 
commodities. Sugar and pepper are next in line. Cocoa also will be 
raised shortly. U.S. already is forced to pay above-ceiling prices 
abroad for scarcities such as tin, copper, lead and natural rubber. 

All the industry talk about a free market for natural rubber 


is premature. The decision on that will be made by the U.S. Government 
about three months from now. 














(over) 
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In June, the U.S. was forced to pay a higher price for natural 
rubber because her synthetic plants were running out of alcohol. 

By the end of the year, that situation will have changed and the 
U.S. may prefer to take her chances in the open market for natural 
rubber rather than be tied to a specified price as she now is. 

Result then would be: Open competition between natural, now 
selling for 25 cents a pound, and synthetic, selling for 18% cents. 








No letup in famine conditions in the Far East is in sight..... 
India and China are in the worst straits. 
Bengal has only six weeks‘ supply of grain left; severe famine is 
faced before sufficient grain from Western countries can arrive. Corn 
bought by India in Argentina is held up by export technicalities. 
China's grain crops will be larger than last year's. But civil 
war, battered transport, corruption, prevent fair distribution. Large- 
scale fighting and plundering will worsen the food situation. 
The Philippines must have grain imports until their new crop of 
rice is harvested this autumn. 














Surplus-producing countries in the Far East show this: 

Siam will have to get rice from hoarders to meet her export 
commitments of 1,200,000 tons. Indochina can export 110,000 tons. 

Burma's rice will move only if the British are more generous in 
price. Civil disturbances are expected after the monsoon. 

Even under ideal conditions, surpluses will be insufficient. 

Generally, the Orient has great need not only for food but for 
cheap textiles, simple utensils, medicines. Simplest things must come 
first. This is not yet a market for radios and toasters. 

Rehabilitation is tortuously slow, except in favored spots such 
as Hong Kong, Shanghai, Bangkok, Singapore and parts of India. 




















But a look at the South Pacific shows reconversion moving 
rapidly in Australia. New industries and a boom spirit are in view. 
Aggressive marketing of Australian goods overseas can be expected; 
also, sizable orders for capital equipment to boost Australia's indus- 
trial potential. Australia is again in the black on her foreign trade. 








Considerable importance attaches to Australia's flotation of 
dollar bonds. This is the first private financing of another govern- 
ment in the U.S. bond market since before the war, except for Canada. 

It's a test case, will affect thinking of financiers on other 
lending operations now under consideration. 

Refunding of high-coupon issues of Denmark and Norway may be next 
on the calendar. Australia also could do more refunding. Holland wants 
"new money” but hasn't made much headway so far. 

Reception of the Australian issue will be watched closely by 

















officials of the World Bank, whose bond-marketing program is taking 
shape. You get the story of the World Bank's program on page 28. 
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ROM HIS RINGSIDE SEAT at the Paris 
Conference, Lieut. Gen. Walter Bedell 


, Smith can see he is going to have a 


tougher task than ever on his hands when 
he returns to his post in Moscow. The 
deterioration of U. S.-Soviet relations, 
which is marking the progress of the 
Peace Conference, has been a bad set- 
back for the cause of amity and under- 
standing that the new U. S. Ambassador 
has been seeking to promote since pre- 
senting his credentials in the Russian 
capital five months ago. 

But the man who was chief of staff 
to Gen. Dwight D. Eisenhower does not 
discourage easily and he is used to tough 
jobs. Smith’s tenacity led Winston 
Churchill to nickname him “Bulldog,” 
and his record in World War II is a com- 
pilation of one tough job after another 
from the first gamble of the North Afri- 
can invasion to the smashing climax of 
V-E Day. 

Above all, Smith is a realist who has 

felt from the first that success of his 
mission to Moscow depends on patience, 
time and frank speaking. 
@ Smith’s qualifications for the Moscow 
post have been subject to various inter- 
pretations. The most common is that he 
learned in the school of war how to deal 
with the Russians, and that he would have 
the advantage of the great prestige which 
the Soviets currently accord to eminently 
successful military men. 

The fact is, however, that these con- 
siderations actually were secondary. 
Higher importance was attached to 
Smith’s reputation for talking straight 
from the shoulder, without pulling any 





WALTER BEDELL SMITH 


BORN: Oct. 5, 1895, in Indianap- 
olis, Ind. 


EDUCATION: High school; U.S. 
Army War College. 


PROFESSION: Soldier. 


MILITARY CAREER: Entéred 
Army Nov. 27, 1917, for World 
War I; appointed chief of staff in 
European Theater of Operations, 
September 1942, and subsequently 
chief of staff to General Eisenhower _ 
in North Africa and Western 
Europe, serving until December 
1945, and reaching rank of lieu- 
tenant general; signed both Italian 
and German surrender documents. 
DIPLOMATIC CAREER: Named 
U.S. Ambassador to U. S. S. R. 
March 15, 1946. 











punches—the kind of diplomatic language 
Moscow appears to understand best. 
Smith also possesses an ability to report 
events with clarity and completeness, a 
definite asset for a diplomat responsible 
for informing his government on the 
situation in another country. 


Smith’s background likewise was ex- 


ceptional. As top chief of staff for the 
Western Allies, he belonged to the small 
group of planners who had a clear pic- 
ture of the broad strategies of the war, 
political as well as military. And he owned 
something of a reputation as military 
diplomat for his wartime dealings with 
American, British, French, Dutch, Bel- 
gian, and, finally, Russian generals. 

@ The road to Moscow which General 
Smith has traveled really begins back in 
the mellow, early years of the century 
when, at 15, he joined the Indiana Na- 
tional Guard. 

Born in Indianapolis on Oct. 5, 1895, 
Smith went to work for one of the pioneer 
automobile companies as soon as he 
finished high school. Also, he wasted no 
time in getting in the National Guard. 
U.S. entry into World War I found him 
a first sergeant in the reserve, but he was 
soon commissioned a second lieutenant 
of infantry and went overseas with the 
4th Division. 

Smith, although badly wounded, found 

active soldiering to his liking and stayed 
on in the Army after the Armistice. He 
attended various Army schools, but peace- 
time promotion in a small Army was slow 
and it was not until 1939 that he achieved 
the rank of major. As the clouds of World 
War II gathered in Europe, he was the 
assistant secretary of the U.S. General 
Staff. Later, when Britain and U. S. 
created the Joint and Combined Chiefs 
of Staff, he was named American secre- 
tary of both groups. 
@ “General Manager of the War” was 
what his intimates called him once he 
got overseas in 1942 as a brigadier gen- 
eral and assumed his duties as chief of 
staff for General Eisenhower. “The best 
chief of staff any general ever possessed,” 
is the way Eisenhower rates him. 

As chief of staff, the blunt-spoken 
Smith was responsible for handling the 
multitude of details involved in planning 
the successful assault of the Western 
Allies in Europe and the victorious cam- 
paigns which swept to the heart of the 
Reich. 

On behalf of Eisenhower, Smith signed 
both the Italian and German documents 
of unconditional surrender. He helped 
expedite Italy’s surrender by slipping into 
Lisbon in civilian clothes as plain “Mr. 
Smith” to deal with emissaries from Rome 


SMITH: Knows Russian Diplomacy 





—International 


U.S. AMBASSADOR SMITH 
Doesn’t discourage easily 


when preliminary talks were at the top- 
secret stage. 

@ Personally, Smith is a stocky, athletic 
figure with graying brown hair. In speech, 
he is clipped and precise. He has the 
reputation of being a perfectionist and oc- 
casionally flares up, but always in a con- 
trolled way. When he must, he can be 
cold and ruthless, but on other occasions 
he has shown himself warmly sympa- 
thetic. 

Anecdotes about the soldier-diplomat 
are few, but his stomach ulcers have be- 
come almost legendary in the reminiscing 
of men who served with him in the war. 
Any time he was more hard boiled than 
usual or tougher to deal with, the ac- 
cepted diagnosis was that his ulcers were 
acting up. The diplomatic value of ulcers 
has yet to be established, but they do pro- 
vide a bona fide excuse for escaping the 
numerous toasts that characterize Soviet 
banquets and parties. 

Social activity holds little interest for 
Smith, but he is an excellent chess and 
bridge player. The flypaper memory 
which enabled him to handle the myriad 
details of so many military campaigns. 
makes him a formidable opponent. 

Smith is married and his wife, a tall 
and charming woman, accompanied him 
to Moscow to preside as hostess at the 
Embassy. An “Army wife” since 1917, 
Mrs. Smith seeks to remain in the back- 
ground and, as she puts it, “continue to 
let my husband speak for the family and 
take all the credit.” 

@ The Paris role which Smith has been 
playing is on the original eight-man dele- 
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gation which U.S. Secretary of State 
Byrnes named to assist him before the 
parley convened. The fact Smith was in- 
cluded is indicative of the. value that 
Byrnes attaches to the knowledge the Am- 
bassador has accumulated since reaching 
Moscow last March. 

Smith sums up his. approach to rela- 
tions with Russia in this fashion: 

“The Soviet people are a very prac- 
tical people. They have suffered great- 


McNEIL: Youth in the 


OST DIPLOMATS at the Paris Con- 
ference have just became aware of 
Hector McNeil. They know him now as 
a British undersecretary who recently 
won his point in a fiery argument with the 
Soviet veterans, then cleared the air with 
good-humored quips in a manner that the 
Russians admired. 

Politicians in Great Britain, however, 

have been watching McNeil since he en- 
tered Parliament five years ago. They 
speak of him as a young Scot of the Labor 
Party’s left wing who shows considerable 
promise. He is intensely thorough, and 
willing to challenge any political oppon- 
ent, no matter how famous or important. 
McNeil also is a nimble speaker who 
thinks on his feet. 
@ Elected to Parliament at the age of 
31, McNeil did a beginner’s chores for 
three years by serving as parliamentary 
private secretary to several Ministers. But 
he was asserting himself on the floor 
meanwhile. He is of medium height and 
handsome, his platform manner is confi- 
dent. His tongue holds just a bit of the 
Glasgow burr, and his gestures while 
speaking are limited to an occasional 
ruffling of his papers. 

Members of the House, hearing Mc- 
Neil for the first time, were left with the 
impression that he had dug to the bottom 
of his subject and had said everything 
that could or should be said. Some 
thought he sometimes said too much, 
particularly when he risked his career by 
voting against Winston Churchill’s Coali- 
tion Government when he believed it to 
be in the wrong, even though he was 
committed to its support. 

During debate on another occasion, 
Churchill denounced some newspapers 
for commenting unfavorably on the Gov- 
ernment’s policy toward the Greeks. Mc- 
Neil challenged him at once: “That’s a 
rather irresponsible attack on the press. 
It is not a crime to criticize the Prime 
Minister.” 

@ Opportunity for bigger things came 
to McNeil last year when he was ap- 
pointed Parliamentary Undersecretary of 
State for Foreign Affairs. He did spade 
work in straightening out Britain’s tangled 
relations with Greece, worked on the 
situation in Poland and Czechoslavakia, 
and flew to the U. S. to attend a meeting 
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ly during the war years and they are 
devoid of sentiment where the vital in- 
terests of their country are involved. 
They do not enter lightly into impor- 
tant agreements. They are inclined to 
drive hard bargains and they expect us 
to do the same.” 

All signs are that Smith is likely to 
find the bargaining even harder than be- 
fore when he resumes his duties at Mos- 
cow after the Peace Conference. 


Foreign Office 
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UNDERSECRETARY 
Labor’s Anthony Eden? 


of the United Nations Economic and 
Social Council. Now, with the British 
delegation to the Paris Conference, he is 
using plain speaking tempered with good 
nature in international discussion as well 
as he did in Parliament. 

When the Rules Committee at Paris 
was assembling for a meeting early this 
month, Foreign Minister Molotov asked 
McNeil through an interpreter if he was 
prepared for a long sitting. McNeil said 
Scots and Russians both get better as the 
night grows older, and that both like to 
drink when they play chess. 

A heated dispute developed over the 
two-thirds rule. McNeil and Molotov ex- 
changed blunt arguments, and the Rus- 
sians were voted down at the end of a 
session that lasted long past midnight. 
There were fears that the Soviet Union’s 
delegates had taken offense and might 
walk out of the Conference. Molotov’s 
interpreter spoke to McNeil. The Soviet 
Foreign Minister wanted to know if the 
British Undersecretary was going to drink 
with his chess now. McNeil’s reply was: 
“No, just drink.” Andrei Y. Vishinsky, 
Vice Minister of Foreign Affairs of the 
U.S.S.R., congratulated the Scot on 
winning a personal victory. 


@ Product of Glasgow. McNeil. bom 
in 1910, is a graduate of Glasgow Uni- 
versity and the more rugged school of 
Glasgow's municipal politics. As a stu- 
dent, he represented the British univer- 
sities on a debating team that visited 
Newfoundland, Canada and the U. S. As 
a member of the City Corporation, to 
which he was elected at the age of 21, he 
soon discovered that he was not a suc- 
cessful speaker. He would become ner- 
vous, run long fingers through his blond 
hair, suddenly thrust his hands into his 
pockets, and fidget with his necktie. But 
six years of give-and-take in the Corpora- 
tion gave him confidence and _ polish, 
while work as a newspaperman improved 
his skill with language. 

Contact with a group of intellectual 
politicians at Glasgow, who were famous 
in Great Britain, turned young McNeil 
toward socialism. One member of the 
group was Thomas Johnston, founder and 
editor of the Socialist weekly Forward, 
with whom McNeil was associated in 
journalism as well as in politics. Another 
was the late James Maxton, militant lead- 
er of the Independent Labor Party. 

McNeil made his first try for Parlia- 

ment in the general election in 1935, but 
was defeated by a slender margin of 149 
votes of 30,000 cast. He lost again in a 
by-election in 1936, and did not obtain 
his seat until five years later when he was 
an unopposed candidate at a by-election 
at Greenock. 
@ An idealist. McNeil is a thorough 
believer in the strength of diplomacy. He 
is convinced that any international diffi- 
culty, no matter how great, can be over- 
come at a conference table if both sides 
can argue intelligently and will persist 
long enough in reasoned discussion. 

McNeil has the zeal of an idealist for 
anything he may be doing. Whatever 
he undertakes, he treats as the most 
important thing in the world. Even his 
exercise, with which he now is staving off 
the poundage of approaching middle age, 
is more intense than that of most men. On 
a voyage home from South Africa, while 
sparring a few rounds with a friend, Mc- 
Neil boxed so vigorously that the friend 
came out of the bout with two broken 
ribs. 

Everything is serious to McNeil, wheth- 
er he is boxing or working. The Under- 
secretary has no knack for the light 
touch. His approach to diplomacy, de- 
spite his quip to the Russians, is com- 
pletely solid and frequently almost 
gloomy. 

British statesmen are keeping a close 
eye on McNeil and his work. Some see 
in him a parallel with the past. McNeil’s 
position now is about the same as that 
of Anthony Eden when Eden, just ap- 
pointed Parliamentary Undersecretary for 
Foreign Affairs, was becoming known 
internationally. The Paris Conference is 
a test which may provide a measure to 
McNeil’s future in British diplomacy. 




















































Life Around the World 


American and Russian outposts in Korea 


have dull time keeping 


IMPUNG-NI OUTPOST, KOREA 
HIS IS AN AMERICAN outpost on the 
88th Parallel—the invisible line that 
separates the American zone of occupa- 
tion in Southern Korea from the Russian 
zone in the North. The atmosphere that 
prevails here is ominously reminiscent of 
a forward observation post during the 
war. 

In the heart of the rugged mountains 
of Korea, a little group of lonely Ameri- 
can soldiers squat on one side of the So 
Young River, and a little group of Rus- 
sians, probably just as lonely, squat on the 
other side. 

When the G.I.’s tire of playing cards 
or reading and when they finish all their 
washing and mending, they perch on the 
bridge that spans the river to the Soviet 
zone and squint through their binoculars 
to see what their Russian counterparts 
are doing. 

They usually find that the Russians 
are doing the same_ thing—peering 
through binoculars to see what the 
Americans are doing. 

And so they sit, hour after hour, looking 
at each other and wondering why they’re 
here. It’s all very puzzling to these 
soldiers, especially to those who finished 
fighting the war with the notion that the 
U. S. and the U. S. S. R. had been Allies. 
To them, this is a bewildering kind of 
peace. 

At the Impung-ni outpost, there are 11 
G.I.’s, under the command of a sergeant. 
Their camp consists of a Quonset hut and 
a screened mess hall situated in a beauti- 
ful valley. The living is healthful, the 
work isn’t particularly strenuous and there 
isn’t any “brass” to bother them. 

Surveying the rolling mountains, with 
their rich greenness and wild flowers, one 
young soldier, who comes from a small 
town in New England, often finds him- 
self imagining that he’s back home. Only 
one thing is missing. “Main Street is 10,- 
000 miles away.” 

To get to the Impung-ni outpost from 
Seoul, you have to drive all day over a 
rough and tortuous road to Chun Chan, 
where a Military Government team is 
stationed. Outside Chun Chan, you turn 
off what the maps designate as the main 
road and proceed along an even bumpier 
and dustier mountain trail. This snakes 
its way along the So Young River. About 


eye on each other 


five miles below the 38th Parallel, you 
cross the twisting river. 

So Young, literally translated from 
Korean, means “Sun Shines Brightly.” 
When we crossed the river over a modern 
bridge of concrete erected by the recently 
departed Japanese, little Korean kids 
were splashing about naked in the water. 
They looked up and waved and shouted, 
“Okay, Okay.” Their elders looked after 
us curiously, for, like the G.I.’s here at 
Impung-ni outpost, they, too, are baffled 
by the nature of the peace. The sun was 
shining brightly from a cloudless sky. 

Our arrival at the outpost was an ex- 
citing event. To the G.I.’s whose only 
contact with the outside world is an occa- 
sional ration truck or a Red Cross girl 
bringing doughnuts, almost all visitors are 
welcome. Ten of the 11 soldiers rushed 
out of their Quonset hut when they heard 
our jeeps laboring up the mountain. 
Eagerly, they escorted us to the bridge, 
where the eleventh G.I. was standing 
guard. 

The American outpost consists of a 
sentry box, about the size of a telephone 
booth, that stands at the East end of the 
bridge. It is bare except for a pair of 
binoculars, standard equipment at all 
these posts strung across Central Korea 
along the 38th Parallel. The binoculars 
hang from a nail in the wall of the sentry 
box. They were promptly brought forth 
and handed around among the visitors. 

The sentry on duty was Pfc. Calvin 
Lonon, from Marion, N. C. A rifle was 
slung over his shoulder, and he wore a 
steel helmet that gave him a formidable 
appearance. He looked as if he would 
have been more at home in a football 
helmet. 

The sentry pointed across the river, 
and we followed the line indicated by his 
finger. “Focus the glasses on that little 














white house over there,” he said. “Their 
outpost is on the road just above it.” I 
squinted through the binoculars, focused 
them on the little white house and raised 
them a trifle to pick out the road. 

At the spot pointed out by the soldier, 
a log lay across the road. Behind it, a 
Russian soldier stood languidly with a 
Tommy gun on the ground beside him. A 
pair of binoculars hung from his belt. As 
I studied the Russian, he casually raised 
the binoculars to his eyes, and we stood 
there peering at each other. 

This affair of the 38th Parallel is serious 
business, but I couldn't help finding the 
immediate situation ridiculously amus- 
ing. I bet the Russian was amused, too. 

I asked Lonon if anyone ever came 
across the bridge from the Russian zone. 
“A few Koreans drift over and occasion- 
ally a Jap,” he drawled. “We used to 
search ‘em and let em go by. But now we 
have orders to turn everyone back.” 

“What about the Russians?” 

“They've never come close to the 
bridge,” he reported. “At some of the other 
outposts, I hear that the Russkies and our 
boys get together for parties. But that’s 
never happened here.” 

I asked if he'd ever spoken to the 
Russians, and the soldier said the closest 
he’d ever been to them was when he 
looked through the binoculars. “We sit 
over here lookin’ at them, and they sit 
over there lookin’ at us. Damned foolish- ' 
ness, isn’t it?” 

Lonon said he didn’t know how long 
he would be up here and added: “I hope 
not for long. I want to get back to Caro- 
lina and settle down to some real livin’. 
Yes, sir. I want to get back home and 
mighty quick.” 

All of us who came up to Impung-ni 
outpost were deeply impressed by the 
solemnity of the scene. None of us had 
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ever heard of Impung-ni. But one cor- 
respondent, gazing across the river to 
where the 38th Parallel separates the 
Russians and the Americans, was moved 
to observe gravely: 

“This is probably one of the most im- 
portant spots in the world today. This 
kid here and that Russian over there are 
symbolic of everything that is keeping 
America and Russia apart at the confer- 
ence tables.” 

As we walked away from the bridge, 
a thoughtful captain who had accom- 





panied us from Seoul mused: “That G.I. 
probably doesn’t realize it, but when he 
can go home the whole world is going to 
breathe a lot easier. It’s going to mean 
that we and the Russians have started to 
get together—not only here but in Paris 
and Washington and Moscow.” 

But today, even as we peered across 
the water into the Russian zone of Korea, 
ominous clouds gathered overhead and 
darkened the skies above the “Sun Shines 
Brightly” River. 

J. F. 


Santiaquinos with the ‘bends’ are common 


as a result of riding in 


: SANTIAGO, CHILE 
HE GRAPES STILL are as big as hen’s 
eggs in Chile, and the wines still 

merit the claims of Chileans that they are 

among the world’s best and cheapest. 

But that’s about all that’s cheap in 
Chile now. Wine at 25 cents 
a bottle is just something 
Chileans drink to forget their 
troubles with inflation. Week- 
ends are the worst. Business- 
men complain about the inci- 
dence of absenteeism on 
Monday mornings, which in 
many offices run from 25 per 
cent to 50 per cent. Chileans 
take Saints’ days off. So now 
many of them refer to Monday as San 
Lunes (Saint Monday). 

This country used to be the least ex- 
pensive place to live in the Hemisphere. 
It’s now one of the most expensive. 

From Arica to Magellanes, in the 
mines, on the farms, in the nitrate fields, 
even in the cities, a large number of 
people lack homes, water and proper 
food, the essential elements of decent 
living. The war hit Chile with the force 
of a sledgehammer, and it hasn’t begun 
to recover. 

You pay 2,475 pesos ($75) for a suit. 
The Chilean peso is worth about 3 cents. 
The minted gold peso, which doesn’t 
circulate, is worth eight times as much. 
To buy that suit, the Chilean workman 
would have to labor seven weeks, while 
the North American workman would 
have to labor only a week and a half or 
two weeks. 

Salaries have gone up some. They now 
are about $45 a month for the average 
Chilean. In addition, there’s a mandatory 
increase of a few dollars every year. The 
cost of living, however; has risen 400 
per cent or more. Shoes that used to cost 
$2.50 a pair now are $10. A good white 
shirt sells for $9 or $10. 

Cigarettes from North America are 
scarce and cost 75 cents a pack. Even 
Chilean cigarettes run high—about 25 
cents a pack and up. 

Restaurants are finding business worse 
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tiny trolleys 


and worse. People cannot afford to eat 
out. Lunch in a fairly good restaurant 
costs $3 and dinner $4 or more. As a 
result, only travelers with expense ac- 
counts or wealthy Chileans can afford 
to eat there. 

The average Chilean goes 
home for lunch, even if he 
lives in the outskirts and 
needs an hour to get there. 
With the sad state of Santi- 
ago’s transport, this makes 
for grotesque conditions on 
the busses and streetears. I 
thought Rio and _ Buenos 
Aires were bad until I saw 
the Santiago folk jamming the 
busses, hanging out of the windows and 
on the steps, the rear and the roof. 

The Latin-American tradition of the 
midday siesta has become a necessity 
here. You simply need three hours at 
midday. 

The ailment known as “Santiago 
bends” struck me down the first day 
here. The busses are built for seated 
passengers only, or perhaps for midget 
standees. In consequence, if you must 
ride standing, you have to go into a 
crouch. This is the “bends.” Everywhere 
in the streets, you see victims of this 
malady walking with heads hung low, 
shoulders hunched. 

There are only about 700 busses for 
the million inhabitants of Santiago and 
many of these periodically are out of 
service. Anything that can be wired to- 
gether and kept on wheels is called a 
bus. Santiaquinos are not much sur- 
prised when they see the whole side of 
a bus fall off from the weight of passen- 
gers clinging to it. 

Trolleys dating back to the turn of the 
century often short-circuit, jump the 
track, or simply stop dead. 

The only transport that seems ample 
is the taxi. The reason for this is that 
taxi fares are so high that no one wants 
to use one if he can avoid it. The taxi 
drivers have quaint customs. You don't 
pay what the meter records. You multi- 
ply the figure.on the meter by three and 


add a tip. Why the taxi drivers have not 
speeded up the meters is a mystery. 

“Es costumbre (it’s the custom),” they 
say, shrugging their shoulders, and go on 
charging three times the meter rate, 
which seems to be legal. If the taxi 
doesn't have a meter—and many do not 
—you pay what the traffic bears. It bears 
plenty. A five-minute ride can cost $1.50 
or $2. 

Cars are starting to trickle in from 
the United States now. But a $1,000 
automobile easily can command $5,000 
in a private sale. 

Chile has received no relief so far from 
its wartime scarcities. Currently, housing 
is desperately tight and expensive. Tea 
is almost nonexistent. Housewives find 
difficulty getting butter, milk, meat, 
sugar, cooking oil. 

Even electricity is rationed. Homes in 
most sections of the city and outside it 
have no electricity one day a week. On 


‘the other hand, there’s no commercial 


dimout, and you can see superspecial 
displays of commercial lighting in and 
over stores at night, long after they've 
closed for the day. 

The other day, the Government de- 
creed double daylight-saving time as a 
measure to conserve electric power. Now 
it’s still dark here at 9 a.m. 

With its coastline of 2,600 miles, Chile 
ought to enjoy cheap and plentiful sea 
food, but even that is expensive now. 
Someday, sea food may be to Chile what 
meat is to Argentina, but at the moment 
the industry hasn’t been developed. 
Chilean dealers in sea food fly many of 
their lobsters and shrimps across the 
Andes for sale in Buenos Aires restau- 
rants, where people have more money. 
In Buenos Aires, you pay about $2.25 
for half a lobster flown across the Andes, 
which is just about the price Chileans 
pay at their own restaurants! 

Nevertheless, with all their difficulties, 
the Chilean people maintain a vibrant, 
proud, political democracy. They still are 
one of the most socially and politically 
advanced countries in the Hemisphere. 
Their laws cover social security, pensions, 
minimum wages, severance pay, hos- 
pitalization, maternity benefits, meals for 
school children, medical and dental serv- 
ice, people’s housing and _ preventive 
medicine. In short, they have a Bev- 
eridge Plan in action, from the cradle to 
the grave. 

B. S. R. 




















LIM 


Photo Repo ve ie 


Reg. Appa for U.S Pat On 









io Ow ea 
ing 


Bn 


&s 


* @ iy cee Ree 
. = DR PU 
i SAR 


-_< 


—French Press and Information Service 


LUXEMBOURG PALACE, scene of the Conference, was information booth. Imprisoned here during the French 
built in 1620 for Marie de Medici. Her bedroom now is an Revolution, Tom Paine wrote part of his “Age of Reason.” 


INFORMALITY REIGNS 
AT PEACE CONFERENCE 


Ars at the Paris Conference are less formal than the proud men 
who gathered at Versailles 27 years ago. In the turbulent sessions at the 
Luxembourg Palace today, plain men, plainly dressed, make plain talk. The 
peacemakers in business suits seem more like ordinary men than did their 
predecessors in morning clothes—the Wilsons, Lloyd Georges and Clemenceaus. 

The exciting flush of victory has worn off. The Paris negotiations are wide 
open to the press, as those of Versailles were not. The light of publicity, the 
glare of the photographer’s flash, have stripped diplomacy of some of its mystery, 
diplomats of much of their glamour. Russia, uninvited to Versailles, is very much 
present at Paris. Italy, a victor then, now is one of the vanquished. But, despite the 
surface changes, 1946 strongly resembles 1919. Now, as then, the proceedings are 
dominated by a divided group of major powers, troubled by the cries of smaller 





—Black Star 
nations for recognition of their rights and confused in the attempt to reconcile PARIS PAPERS headlined opening, 


lofty principle with harsh reality. soon turned to domestic news. 
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ttend Conference sessions, but only those of the Big 
Five get to committee meetings. News is shared through a “pool” arrangement. 
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—Black Star 
FRENCH CUISINE, still tempting despite shortages and black markets, is avail- 
able to diplomats and correspondents in several restaurants in the Palace. 
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in front of Secretary of State Byrnes ang 








VISITORS crowded early sessions of the . 
another part of the Palace to help seat 
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ference floor only briefly. Here one stands ALL THE NEWS isn’t found in the speeches. Reporters wait in the lobby to 
imbassador Caffrey to “shoot” the rostrum. question delegates, often eager to co-operate with, or to “use,” the press. 
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@fcrence. This porter borrows chairs from | REPUBLICAN GUARD, in red and white, provides a note of pomp and 
of the 800 persons the galleries hold. color. Plain-clothes men and 150 uniformed police also protect the delegates. 
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THUMBS UP. Secretary Byrnes emphasizes a point to Presi- 
dent Bidault of France. U. S. Ambassador Caffrey watches. 


—Acme —Black Star 


CHATTING during a Conference session are U.S. Am- LADY OF INDIA mingles with other visitors and delegates 
bassador Harriman (left), and U.S. Ambassador Dunn. between sessions. Behind her is Belgium’s Paul Spaak. 
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EMPIRE. Prime Minister Attlee (seated) smiles at quips of QUIET MOMENT. Russia’s Foreign Minister Molotov talks 
Australia’s Evatt (right) and Sir Khizar Hayat of Punjab. informally with other members of the Soviet delegation. 
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—French Press and Information Service 


IN SESSION. Only 300 of the 2,000 delegates can be seated in the Conference hall, once the Senate chamber. U. S. 
representatives are in front row, President Bidault on upper rostrum. Statues are those of early French statesmen. 


Press Association | —Black Star 


GREECE is one of small nations caught up in dissension of ETHIOPIANS, early victim of Versailles’ failure, are op- 
Big Four. Premier Tsaldaris (left) heads delegation. posed to letting Italy keep colonies in East Africa. 
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(Full texts of two notes the United States has sent to 
the Yugoslav Government protesting against attacks by 
Yugoslav troops on American troops and violation of the 
Anglo-American zone in the Venezia Giulia area in dis- 
pute between Yugoslavia and Italy. The State Depart- 
ment made both notes public on Aug. 19, 1946, although 
one was actually delivered to Yugoslavia on May 20, 
1946, and the latest on Aug. 15, 1946. Another note on 
Aug. 20, 1946, protested attacks on an American plane.) 


HAVE THE HONOR to inform Your Excellency that I have 
I been instructed by my Government to transmit to you 
the following communication: 

“The governments of the United States and the United 
Kingdom have taken note of the Yugoslav Government's com- 
munication of March 27, 1946, which is but last in a series 
of unwarranted protests by the Yugoslav Government, which 
have at the same time been accompanied by an anti-Allied 
propaganda campaign recently culminating in a wholly un- 
founded charge by Marshal Tito in his speech of April 1, 
1946, that 12 trains and 70 trucks full of armed Fascists were 
brought into Zone A with the approval of the Allied authori- 
ties. 

“As the Yugoslav Government is well aware, the govern- 
ments of the United States and the United Kingdom are 
jointly responsible for the maintenance of the Allied Military 
Government in Zone A until the future disposal of the terri- 
tory is decided. They have endeavored to govern the area 
in a spirit of trusteeship in such a way as to ensure equal 
treatment for all inhabitants without distinction of race or 
political adherence. To this end, they have established a 
democratic system of administration based upon the Italian 
prefectorial system purged of all measures inspired by Fascist 
ideology. They have allowed the Yugoslav system of local 
government by committee, which was imposed by the Yugo- 
slav Army during its occupation of the area, to remain in 
existence despite refusal of such committees from the outset 
to co-operate with the Allied Military Government, or to 
participate in the administration established under General 
Order No. 11. They have established a civil police, members 
of which have been carefully examined to prevent inclusion 


of individuals with pro-Fascist sympathies or tendencies, 


and this police force has shown courage and patience in the 
face of provocation and slander. They have re-established 
Slovene schools suppressed by the Mussolini Government, 
and have taken pains to ensure provision of liberal education 
free of ideological peojacice to both Italian and Slovene 
children. 

“As promised in their notes of September 17 and 19 last, 
the United States and the United Kingdom have proceeded 
with arrangements to hold local elections in Venezia Giulia, 
and electoral lists are at present in the course of prepara- 
tion. Finally, they have allowed access to Zone A by rep- 
resentatives of all nations and have permitted the Yugo- 
slay Government to maintain a force of 2,000 men in the 
area, whereas no facilities remotely comparable have been 
given for inspection by other interested parties of the ad- 
ministration which the Yugoslav Government has set up in 
Zone B. 

“In spite of sincere efforts to ensure impartiality and in 
spite of the known fact that the Allied Military Government 
will remain only until the decision about the future sovereignty 


42 « WORLD REPORT 


ine ae 


U.S. CASE AGAINST YUGOSLAVIA 


State Department accuses Tito of waging war of nerves 






of the territory has been ratified, the governments of the 
United States and the United Kingdom regret to say that 
they have not received from the Yugoslav Government that 
co-operation in their tasks which they had a right to expect 
from an ally. On the contrary, the Yugoslav Government has, 
by every means in its power, and in particular by a provoca- 
tive campaign in the press and over the radio, encouraged 
the pro-Yugoslav population in Trieste and throughout Zone 
A, both Slovene and Italian, to obstruct the Allied Military 
Government in the performance of its duties, to promote 
industrial discontent, to hinder the educational program, and 
to intimidate those inhabitants of the area who are not in 
favor of its incorporation into Yugoslavia.” 

In support of the foregoing, I am instructed to mention 
the following provocative Yugoslav actions and to emphasize 
that this list is by no means complete: 

1. Subornation of press: 

Pro-Slav propagandists in Zone A have on more than one 
occasion openly acknowledged their subservience to Ljubl- 
jana and Belgrade in such matters as allocation of newsprint 
and release of articles on local events. 

2. Attempts to discredit public order forces: 

Investigation of accusation by PNOO (National Liberation 
Committee of the Slovene Littoral) and the pro-Slav press 
that 38 armed members of police were Fascists disclosed 
only six doubtful cases, of which three may lead to dismissal. 
Thirteen cases did not exist. 

3. Propaganda attacks against the Allied Military Gov- 
ernment: 

False and inflammatory statements by the pro-Slav news- 
paper Lavoratore in one instance led to the fining and 
conviction of the Director by the Allied Military Government 
court on March 29, 1946. : 

4. Incitement to unrest: 

Yugoslav authorities have brought into Zone A armed 
pro-Slav groups from Zone B for pro-Slav demonstrations, 
such as those at Gorizia on March 2 and 27, 1946, and at 
Trieste on March 26, 1946. A resident of Zone B, who was 
arrested in Trieste on March 26 for carrying firearms, made 
a voluntary signed statement that he and two others had 
been given arms by Zone B authorities and sent across the 
Morgan Line to demonstrate. Other residents of Zone B 
arrested in Trieste have stated that they were warned to 
participate in demonstrations and were furnished motor 
transport as far as the Morgan Line. Six shiploads of demon- 
strators from Zone B were brought to Trieste on April 2, 
1946, despite specific assurance that no persons from Zone B 
would participate. 

5. Intimidation of the local population: 

On March 10, 1946, a known extremist action squad 
leader, with ten men, left PNOO headquarters in Trieste 
and went to Servola where he directed a demonstration. 
During the general strike in Trieste on March 11, 1946, 
action squads wearing a red star compelled shopkeepers to 
close their shops. On numerous occasions, action squads from 
Communist cultural clubs have beaten up pro-Italians; one 
such club was raided on March 30, 1946, and arms were 
found, leading to the arrest of 25 persons. 

6. Intimidation of local officials: 


Nine specific cases have been reported in which members § 


of civil police have received threats to themselves or their © 


families in Zone B in an attempt to induce them to leave § 
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the force or act as pro-Slav agents. On March 14, 1946, 
a delegation representing 42 Slovene teachers requested 
Allied Military Government protection as they were con- 
stantly being threatened by pro-Yugoslav elements and 
feared abduction, and felt that they must resign from their 
schools unless assured of Allied Military Government pro- 
tection. 

7. Fomenting industrial ynrest and impeding production: 

Political strikes and wo stoppages fomented by a pro- 
Slav organization have occurred in Zone A this year on 
January 25, 26, 29, 30, February 16, March 11, 12, 26 and 
April 1. Sindicati Unici constantly hold political meetings in 
industrial plants during working hours. On January 8, Radich, 
Sindicati Unici leader, called a meeting in Fabrica Macchipe 
in violation of express Allied Military Government orders, 
and was arrested therefor. Pro-Slav elements in shipyards 
have misappropriated large quantities of paints and other 
materials for propaganda use. 

8. Usurping functions of the Government: 

The Allied Military Government on April 23, 1946, was 
finally compelled to give public warning that persons and 
organizations attempting to usurp the powers of government, 
and persons obeying orders issued in such attempts, would 
be prosecuted. At Sesana, PNOO had on March 20, 1946, 
issued orders to teachers in three Slovene communes to 
send pupils to work on reforestation during school hours. 
Other instances of PNOO attempts to usurp Government 
authority include collections of taxes and excise, appointment 
of school inspectors and of courts to settle land disputes, and 
interference with educational, agricultural, public works and 
reconstruction policies, including reconstruction of damaged 
Slovene villages. The action committee which superseded 
the strike committee directing the strike on March 11 and 
12 was dissolved by the Allied Military Government for 
also attempting to usurp Government functions. 

9. Criminal and terrorist activities: 

Members of the Yugoslav Army and para-military organ- 
izations such as KNOJ and OZNA have been arrested while 
abducting civilians and engaged in other criminal acts. Four 
of these have volunteered signed statements that they were 
sent on their missions by their superiors in Yugoslavia and 
Zone B. 

As will be evident from the above instances, the govern- 
ments of the United States and the United Kingdom have 
been forced to conclude that the provocative activities of 
the PNOO and other pro-Yugoslav organizations have been 
encouraged and directed by Yugoslav officials from within 
Yugoslavia. The governments of the United States and the 
United Kingdom request to be informed at the earliest 
opportunity whether such officials acted with the knowledge 


and authority of the Yugoslav Government and precisely 


what relations the Yugoslav Government considers to exist 
between itself and the PNOO and similar organizations in 
Zone A. 

The governments of the United States and the United 
Kingdom have shown themselves fully prepared to examine 
all justified complaints of the Yugoslav Government as, for 


' example, complaints of unauthorized flights over Yugoslav 


territory which, although greatly exaggerated, have been 
shown to possess some foundation. They have shown them- 
selves equally ready to take all necessary steps to remove 
the grounds for such complaints as is shown by the fact 
that strict instructions have been given to avoid any further 
unauthorized flights over Yugoslavia and Zone B, and that 
in accordance with the Yugoslav Government’s request, 
measures have been taken to round up any members of the 
Ustasha movement and other Yugoslav Quislings who might 
be at large in Zone A. They are forced, however, to conclude 
from the manner in which such complaints have been made 
public that they are part of a concerted campaign in which 
the most trivial incident is used in an attempt to discredit 
the Allied Military Government in Zone A. The governments 
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CAMPAIGN OF TERRORISM 
Official encouragement is charged 


of the United States and the United Kingdom have, for 
example, noted with regret that His Excellency Marshal Tito 
is reported in a speech on April 1, 1946, to have described 
the unauthorized flights over Zone B as a danger to peace 
and that the Yugoslav Minister of Information is similarly 
reported to have referred at a press conference to the pos- 
sibility of raising the matter before the Security Council of 
the United Nations Organization. Reference to such a pos- 
sibility appears unnecessary and indeed frivolous in view 
of the fact that the matter is under discussion through 
ordinary diplomatic channels. 

The governments of the United States and the United 
Kingdom earnestly trust that they will in the future receive 
from the Yugoslav Government the co-operation they are 
entitled to expect in their task of administering Zone A in 
a fair and impartial manner until its disposal is finally de- 
cided. They wish, however, to make it clear that despite 
all difficulties placed in their way by the Slovene population 
with official Yugoslav encouragement, they propose to con- 
tinue such fair and impartial administration upon the lines 
laid down by the Allied Military Government until the task 
which they have undertaken is completed. 

Accept, Excellency, the assurances of my most distinguished 
consideration. 


Distortion of Facts 
(Aug. 15, 1946) 


HIS GOVERNMENT emphatically rejects the Yugoslav pro- 

test of July 16, which is apparently based upon distortion 
of evidence available to Yugoslav as well as United States 
military authorities regarding the incident of July 12. 

The facts of the incident are as follows: At 6:00 p. m. on 
July 12 in the area of Ursina, 5.2 kilometers southeast of 
Caporetta, three Yugoslav soldiers were seen in Zone A and 
a United States patrol was sent to investigate. This United 
States patrol was fired upon by Yugoslavs and the fire was 
returned. One Yugoslav soldier was killed. A second United 





AUGUST 29, 1946 © 43 


States patrol of platoon strength was sent out and a Yugoslav 
patrol of 10 to 15 men was encountered. Once again, the 
Yugoslavs opened fire, which was again returned by the 
United States patrol. It was not known at this time that there 
was any casualty among the Yugoslav forces, who withdrew. 

The point at which the first Yugoslav patrol was encoun- 
tered is some 900 yards northeast of Ursina and is about 
300 yards within Zone A. Neither of the United States patrols 
therefore crossed the Morgan Line. 

On the morning of July 13, a Yugoslav machine-gun post 
was discovered to have been set up near the point where 
the second Yugoslav patrol had been seen the previous day, 
but this post was later withdrawn. Subsequently, the inci- 
dents were settled between the United States and Yugoslav 
local commanders, at which time the Yugoslav commander 
stated that a second soldier had also been killed. 

This Government naturally regrets Yugoslav losses in the 
above-mentioned encounters, but must at the same time 
make it clear that United States forces began firing in self 
defense only after Yugoslav forces had first opened fire. 
The Yugoslav Government must also be aware that in addition 
to the unwarranted entry of Yugoslav forces into the zone 
cited above, 12 Yugoslav soldiers crossed the Morgan Line 
on June 19 and entered the village of Prebenico, and that 
on June 30 a British patrol in the same village was surrounded 
by 25 armed Yugoslavs under the command of a sergeant 
major who stated that his instructions were to set up a post 
in Prebenico, and who confirmed by telephone, presumably 
with a higher Yugoslav command, that such were his orders. 
This Yugoslav patrol was only recently withdrawn from 
Prebenico, although there could have been no doubt that 
it was well to the west of the Morgan Line. 

This Government must, therefore, protest in strongest terms 
the unwarranted entry of Yugoslav forces into Zone A, the 
hostile attitude shown by Yugoslav troops at Prebenico towards 
British troops of Allied forces in Venezia Giulia, and the open- 
ing of fire without provocation by Yugoslav forces against 
United States troops. 


Attack on Plane Protested 
(Aug. 20, 1946) 


The American Ambassador in Belgrade was on Aug. 20, 
1946 instructed to deliver to the Yugoslav Ministry of Foreign 
Affairs this note protesting the shooting down of a U.S. 
transport plane. 


Reference is made to previous representations with regard 
to alleged violations of Yugoslav territory by United States 
aircraft and the forcing to the ground by Yugoslav aircraft 
of an American C-47 air transport on August 9. United States 
authorities in Austria and Italy have now reported the results 
of their investigation in this connection, from which it appears 





that on August 9 airplane No. 43-15376 of the C-47 type. 
while on a regular flight from Vienna to Udine encountered 
bad weather over Klagenfurt and was engaged in an effort 
to find its bearings when at approximately 1300 it was at- 
tacked by Yugoslav fighters. The attackers fired repeated 
bursts at the aircraft as a result of which one passenger was 
seriously wounded and the plane forced to crash land, wheels 
retracted, in a field near Kranj gwelve kilometers from Ljubl- 
jana. As for other “violations” of Yugoslav territory referred 
to in the Foreign Office’s note of August 10, alleged to total 
172 between July 16 and August 8, United States authorities 
in Austria and Italy report that only 74 flights have taken 
place between those dates and that operations officers at 
Hoersching and Tulln airfields have thoroughly briefed all 
crews to use approved routes avoiding Yugoslavia. 

It would be assumed that the authorities of Yugoslavia 
would wish to render a maximum of assistance and succor 
to aircraft of a friendly nation when the latter are forced by 
the hazards of navigation in bad weather over dangerous 
mountain barriers to deviate from their course and seek 
bearings over Yugoslav territory. On the contrary, Yugoslav 
fighter aircraft have seen fit without previous warning to 
take aggressive action against such a United States transport 
plane, the identification of which was clearly apparent from 
its markings, and have forced it to crash land after wounding 
one of its passengers. Subsequently, Yugoslav authorities have 
detained the plane, its crew and passengers and refused to 
permit American consular officers access to the plane or 
personnel until specific representations were made by the 
United States Embassy to the latter effect. Finally, no reply 
has been forthcoming to the Embassy’s request that the crew, 
passengers and plane be released from detention and the 
personnel permitted to depart from Yugoslavia without delay. 
Meanwhile, it is reported from Trieste that a second United 
States plane en route to Italy from Austria is missing after 
having last reported itself under machine gun attack. 

The Embassy is instructed to protest most emphatically 
against this action and attitude of the Yugoslav authorities, 
to renew the United States demand for immediate release 
of the passengers and crew now able to travel, and in con- 
clusion to request an urgent Yugoslav statement whether in 
the future the United States Government can expect that 
the Yugoslav Government will accord the usual courtesies, 
including the right of innocent passage over Yugoslav territory, 
to United States aircraft when stress of weather necessitates 
such deviation from regular routes. The Yugoslav authorities 
have already received United States assurance that United 
States planes will not cross Yugoslavia without prior clearance 
except when forced to do so by circumstances over which 
they have no control. The United States Government, pend-— 
ing receipt of detailed information regarding injury to persons 
on these two planes and the cost of repairing planes, fully 
reserves its position in matter of claims for compensation. 




















THE FUTURE OF SMALL NATIONS 


Secretary Byrnes’s plea for sovereign equality 


(Text of speech by U.S. Secretary of State Byrnes 
stating American point of view at Paris Peace Confer- 
ence, Aug. 15, 1945.) 


f ire PROCEDURE of having representatives of former enemy 
states present their views at the beginning of the Con- 
ference instead of at its end is a commendable one. This 
procedure will enable the commissions to start their work 
not only with preliminary treaty drafts prepared by the Coun- 
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cil of Foreign Ministers but with general observations of 
former enemy states on those drafts. 

This procedure was wisely devised to facilitate the work 
of the Conference. But some of the discussions which imme- 
diately followed the general observations of former enemy 
states on proposed treaties have not made the work of the 
Conference easier and have not helped us on the road to 


peace. | 
America would be willing even to let the reflections cast” 
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on her policies here pass unnoticed if her silence would help 
us on the way to peace. America is as eager to work and 
co-operate with her Allies in peace as she was willing to 
fight with them in war. And no one views with greater regret 
than I the rebuffs to our efforts so to work and co-operate. 

But peace among ‘Allies in this interdependent world can- 
not be furthered by ignoring the repeated abuse and misrepre- 
sentation which have been leveled against America from this 
floor. 

America has no apology to make for the principles of jus- 
tice, equality and freedom which we have striven to the best 
of our ability, sometimes successfully and sometimes unsuc- 
cessfully, to have written into the peace treaties. 

A word of explanation, however, is required to make clear 
why some questions were decided in the Council of Foreign 
Ministers and others were not. 

All the members of the Council were agreed that it would 
be helpful to harmonize their viewpoints so far as possible to 
avoid conflict, friction and misunderstanding when this Con- 
ference did convene. But we urged from the outset that when, 
after discussion in the Council, there was a difference of view- 
point, we should request advice or recommendations of this 
Conference. The Soviet Government, on the other hand, took 
the view that it would not consent to the calling of the Con- 
ference until all issues.which they regarded as fundamental 
from their viewpoint are agreed upon in the Council of 
Foreign Ministers. 

It so happens therefore that issues which the Soviet Gov- 
ernment regards as fundamental have been settled in the 
Council of Foreign Ministers. We support those settlements. 
On the other hand, a number of issues which we regard as 
important are unsettled and the Soviet Government vigorously 
opposes our viewpoint. 

We do not object to the Soviet Government vigorously 
presenting its viewpoint on these issues before the Confer- 
ence. We did not and do not ask the Soviet to come to an 
agreement with us on these issues before we would be willing 
to discuss them with our Allies in this Conference. 

But we do object to misrepresentation of our position and 
our motives. We do object to accusations being laid against 
the Italian Government because, in its opening statement, it 
did not on all issues associate itself with the Soviet point of 
view. 

We do object to the Soviet Government giving the im- 
pression to the Conference that other former enemy states 
are more democratic than Italy because they have harmonized 
their viewpoints with the Soviet Union. The new Italy con- 
stituted by free election is entitled to the sympathy and 
encouragement of every democratic state. 

The United States believes in the sovereign equality of 
nations. We are opposed to making small nations satellites of 
larger states. | 

The Soviet representative, in answering the opening state- 
ment of the Italian representative, referred to great powers 
which have enriched themselves during the war. The Soviet 
representative so spoke in the course of warning Italy against 
the economic ambitions of these powers. What great power 
enriched itself during the war? I know of none. I hope the 
Soviet representative was net referring to America, which 
came so unhesitatingly to the support of the Soviet Union 
when it was in great peril. 

America never bound herself to withhold aid from those 
resisting Axis aggression. Many months before America was 
attacked, Franklin Delano Roosevelt announced that America 
would become the arsenal of the democracies and took ener- 
getic action to organize a Lend-Lease program which was 
continued even in increased measure after America entered 
the war. Over all, billions went to the Soviet Union under 
the Lend-Lease program. Our only regret was that we could 
not send more to help her in her struggle against the enemy. 

America’s expenditures during the war have aggregated 
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SECRETARY BYRNES 
Opposed to making satellites 


400 billion dollars. That represents American labor, American 
human and material resources. That money was borrowed 
from the American people. For years to come, they must 
work to pay off this debt. For those expenditures America 
has received and has asked for no recompense other than 
the freedom she fought to secure for herself and for all man- 
kind. 

America has contributed generously to UNRRA. In other 
ways, also, she has contributed and will continue to con- 
tribute to the rehabilitation of war devastated countries. She 
offers her friendship to all who will reciprocate her friend- 
ship. I need not recall again that America has directly and 
indirectly aided the people of Italy to the extent of 900 mil- 
lion dollars since the armistice. Under the proposed treaties, 
America seeks no territory and seeks no reparations. 

The United States has asked that the property of the 
United States and other United Nations lost or damaged in 
former enemy states should be restored or compensated for. 
That principle is usually recognized in peace treaties. The 
proposal was agreed to in principle by the Soviet Government 
at Potsdam. It was agreed to in armistice terms. But now the 
Soviet Government says that this proposal is an unfair and 
onerous burden although it involves nothing like the great 
sums which the Soviet Union is exacting from these countries 
as reparations. Restoration of United Nations properties in 
these countries would be by local currencies and would leave 
productive asset in those countries which add to their taxable 
resources. Reparations are different. Reparations means for- 
eign exchange or goods taken out of these countries, consti- 
tuting a drain on their resources. 

Repairing damages to United Nations factories in former 
enemy countries helps to restore industry in those countries 
and aids their economic recovery. It takes nothing out of 
those countries. Reparation deliveries, on the other hand, 
take valuable assets from these impoverished lands and neces- 
sarily slow down their economic recovery. 

The United States must also repudiate the suggestion of 
the Soviet delegation that economic clauses proposed by the 
United States and based upon the principle of equality and 
most-favored-nation treatment are part of an effort to exploit 
former enemy countries for the selfish advantage of the 
United States. 

I should have thought it unnecessary at this late date in 
the history of the United Nations to occupy the time of this 
Conference with a defense of the principle of equality, of 
economic opportunity for all countries. It is a principle em- 
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bodied in the Atlantic Charter and reaffirmed in the United 
Nations Declaration. It is an accepted principle in one of the 
treaties presented to this Conference by the Council of For- 
eign Ministers. 

Yet, in spite of this impressive record of agreement, we 
have heard this principle of economic liberty denounced as 
a method of enslavement and exploitation of the weak by the 
strong. We have heard it suggested that former enemy coun- 
tries should have objected to provisions establishing for them 
a position of reciprocal equality with members of the United 
Nations during the transitional period in which they will 
have time to conclude definitive commercial treaties. But at 
the Potsdam Conference the proposal of the United States 
was accepted in principle. Among other things the proposal 
declared that “we deem it essential that satellites not con- 
clude treaties, agreements or arrangements which deny to 
Allied nationals access on equal terms to their trade, raw 
materials and industry.” 

The policy of economic equality permits each nation to 
carry on its economic relations with others along the lines 
of its own economic welfare. By avoiding preferential ar- 
rangements with some countries it eliminates corresponding 
discrimination against others which inevitably gives rise to 
counter-discriminations. 

Would anyone seriously propose that the opposite intent 
be written into these treaties—that Italy or the Balkan coun- 
tries should be free to discriminate in favor of some and 
against others of the Allied countries which co-operated in 
the defeat of the aggressors? 

Would anyone suggest that these countries which were 
the principal objects of German economic penetration and 
encirclement should continue under the same system of 
economic relationship but that they should merely substitute 
for Germany some other country upon which they would be 
almost entirely dependent for supplies and for markets? It 
is out of such arrangements and not out of nondiscriminatory 
trade that enslavement and exploitation arises. 

It has been suggested that that article constitutes invasion 
of sovereignty of former enemy states. Let us examine that 
argument. Unlike corresponding articles of the 1919 treaties, 


the present draft treaties impose no unuuateral obligai.ons, 
They merely require that during a period of 18 months Italy, 
the three Balkan countries and Finland will accord nondis- 
criminatory treatment in commercial matters to those mem- 
bers of the United Nations which reciprocally grant similar 
treatment in like matters. 

This is not a punitive article. It is as much in the interest 
of the countries to which it is offered as it is of the United 
Nations. It affords all countries and especially small countries 
protection against ruthless exercise of economic and political 
power. It allows each country to develop its resources accord- 
ing to its aptitudes and to buy to its advantage what it needs 
from other countries. It is the best assurance against deteriora- 
tion of the world’s economy into a series of economic blocs. 

The United States has sought no territorial or other exclu- 
sive advantages for itself from the war. But it does attach 
greatest importance to the establishment of conditions of 
stable peace and of prosperity throughout the world. It can- 
not remain indifferent to arrangements under treaties or out- 
side them which tend to restrict and divert trade or distort 
international economic relations to the prejudice of a great 
majority of the United Nations and of world peace and 
prosperity. 

Before closing, I want to say a few words about Greece. 
In the conferences, she has been criticized by a former enemy 
state and by some members. That is very unfair. At a most 
critical hour, before some of us realized our own peril, the 
small but great nation resisted with matchless valor the full 
might of the European Axis. I shall never forget how we 
then waited for news from Greece. With the courage her 
people have ever shown, she held Italian and German armies 
and gained valuable time for our other Allies. Her losses 
were great. Whatever our differences may be, we should not 
forget our debt to the people of Greece. 

I worked to bring about the Conference to advance the 
cause of peace not to quarrel with any of our Allies. The 
American people have no quarrel with the people of any 
Allied state. Peoples of all the United Nations want peace. 
Let us, their responsible leaders, not disappoint their hopes 
and their prayers. 





CLAYTON EXPLAINS UNRRA’S END 


World Fund and Bank seen as successors to relief agency 


(A summary of the financial assistance provided by the 
United States to other nations, and to UNRRA and other 
organizations, to aid in world reconstruction, was given 
in a statement by W. L. Clayton, Undersecretary of State 
for Economic Affairs, in the Washington Post, Aug. 19, 
1946. Here is the text of the pertinent part of Mr. Clay- 
ton’s statement.) 


NRRA WAS CREATED as an emergency organization to do 
- two things in particular for the liberated countries: 
First: To supply foreign exchange to furnish supplies to 
those countries which themselves lacked the means to pay 
for needed supplies. 

Second: To provide an organization to procure, to ship 
and to deliver such supplies. 

It is now quite evident that with one or two possible ex- 
ceptions all the liberated countries 2re in a position to perform 
for themselves the service of procurement, shipping and de- 
livery of supplies. No doubt you will agree that the sooner 
they take over the complete responsibility for their own buy- 
ing and shipping, the better it will be for them and for every- 
body concerned. When a country can do these things for 
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itself, it can usually do them much better and much more 
cheaply than any international organization which may be 
set up for that purpose. To insist upon continuing to do for 
them what they can do for themselves is to treat them like 
public charges. 

Thus, the problem becomes one exclusively of the means 
of payment; in other words, it is no longer an emergency 
relief problem, brought about by the breakdown of adminis- 
trative and transportation machinery. It is a balance-of-pay- 
ments problem. UNRRA was not organized to meet the 
general balance-of-payments problems of countries. You do 
not need a great, expensive international relief organization 
employing thousands of people to meet this problem. Other 
institutions were created to assist in the solution of that 
problem. 

Moreover, a moment’s reflection should convince anyone 
that there has also been a vast improvement in the foreign 
exc .ange position of the liberated countries. Most of these 
countries are gradually regaining their export trade. It is true 
that so far the export of their goods is of modest proportions as 
compared with prewar levels, but it is confidently expected 
that the volume of such exports will increase rapidly since 
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U.S. UNDERSECRETARY CLAYTON 
“.. U.S. is not a limitless reservoir’ 


there is and will be for some time a great unsatisfied demand 
for all sorts of goods all over the world. 

In addition to this normal method of providing foreign 
exchange, the United States and other countries have, by 
loans and otherwise, added enormously to the foreign exchange 
resources of the world. 

The United States Government alone has supplied foreign 
exchange in the following important particulars: Three bil- 
lions of dollars through loans by the Export-Import Bank, 3% 
billions of dollars credit to the British Government which will 
be spent all over the world, 6 billions of dollars as the United 
States contribution to the International Bank for Reconstruc- 
tion and Development and to the International Monetary 
Fund, several billions of dollars credit for financing Lend- 
Lease inventories and pipe lines and the sale abroad of surplus 
property on credit. Thus, including contributions to UNRRA, 
the United States Government has made available a total of 
nearly 20 billions of dollars to assist in restoring and stabiliz- 
ing the economies of other countries. 

Many other countries have contributed to the capital of the 
International Bank for Reconstruction and Development and 
to the International Monetary Fund. Indeed, these two insti- 
tutions will have at their disposal some 15 billions of dollars 
with which to give assistance to United Nations countries hav- 
ing need of such assistance for reconstruction, development 
and the stabilization of their currencies. These two interna- 
tional financial institutions have now been organized and 
will soon be ready for operation. The International Bank has 
already made a call on the member countries for the first 
contributions to its capital and is now receiving applications 
for loans. 

It will thus be seen that measures have been definitely taken 
for the provision of a total of nearly 30 billion dollars of 
foreign exchange to countries which need it. 

It is not contended that the availability of this enormous 
amount of foreign exchange will be equally distributed over 
the world. But the point is that the buying power which these 
vast funds will generate will circulate around the world and 
will be a very great contribution to economic recovery every- 
where. I would remind you, however, in any case, that nearly 
all the United Nations either are, or have a right to be, mem- 
bers of the International Bank for Reconstruction and De- 
velopment and the International Monetary Fund. To the 
extent that these or other institutions such as the Export- 


'Import Bank meet the reconstruction or other needs ot 


countries having difficulties with the balance-of-payments 
problem, the other normal foreign exchange resources of 
such countries arising from their exports or otherwise are 
released for the purchase of food. 

For example, the Export-Import Bank has recently made 


available to Poland a credit of 40 million dollars which will 
be used largely in the purchase of railway equipme:.. for 
the movement of coal. Poland is now exporting about 120 
million dollars worth of coal a year, half to Russia and the 
other half to Western Europe, and I was told last week by 
responsible Polish officials that this would increase to 260 
million dollars as soon as the new equipment can be received 
and put into use. 

Isn't it clear, therefore, that this 40 million dollar loan 
not only relieves the Polish Government from the necessity 
of using any of its foreign exchange for the purchase ot 
essential railway equipment, thus freeing such exchange for 
the purchase of food, etc., but that it makes possible, soon, 
a great addition to such foreign exchange resources? 

On numerous occasions I have fought UNRRA’s battle 
before congressional committees and elsewhere. 

Looking back upon the original idea of the creation of a 
great international organization for emergency relief and 
rehabilitation, I have the highest admiration and praise for 
the men who first conceived it and whose leadership and 
energies brought it into being. It was an act of real states- 
manship. The work of UNRRA will certainly go down in 
history as the greatest organized humanitarian achievement 
of all times. 

But UNRRA’s job was of a temporary and emergency 
character. The original UNRRA agreement and many of its 
resolutions amply attest to this. Indeed, in the beginning, 
it was confidently believed that 1 per cent contribution on 
national income of all the contributing countries would pro- 
duce enough money to complete the job. This was implied 
in the hearings before our Congress on the bills to appropriate 
this 1 per cent. The original 1 per cent was expected to yield 
nearly two billion dollars and it was felt then that this 
huge sum would be sufficient to cover the emergency 
needs of the liberated countries until these countries were 
able to provide for themselves or until other means could 
be devised. 

But it was quite evident at the London Council meeting 
a year ago that the job could not be done on | per cent and 
it was decided to call for another 1 per cent. The United 
States delegation, of which I was the head, took the lead in 
sponsoring this action. At the same meeting it was agreed 
that UNRRA would complete its programs for Europe by 
the end of this year and for the Far East by the end of the 
first quarter of 1947. 

It is easy to start a great organization like UNRRA with 
billions to spend but it is not easy to stop it. The receiving 
countries would naturally like to continue it because they have 
found it easy to obtain very substantial assistance in this way. 
There are numerous receiving countries, each of which has a 
vote in the distribution of relief. Three countries furnish about 
93 per cent of the funds and each has one vote. The United 
States furnishes 72 per cent of the funds and has one vote. 

The United States is not a limitless reservoir of wealth and 
goods. We have some serious problems of our own. It cost us 
the blood and lives of hundreds of thousands of our boys 
and over 400 billion dollars to win the war. Our national debt 
is nearly 300 billion dollars and is difficult to manage from 
the point of view of the control of inflationary trends. 

We don’t want to see the people of any country suffer for 
the lack of food and have never turned a deaf ear to such 
people and I don’t think we ever will. At the same time, now 
that the great emergency needs of other countries have either 
been provided for or institutions have been created for the pur- 
pose of providing for them, we must keep a careful watch over 
our own resources and our own liabilities. 

Ferhaps the most important economic consideration in the 
world today is that the United States should not repeat the 
experience of the ’20s and early ‘30s—an experience of “boom 
and bust”—because if that should happen to us again the con- 
sequences would be disastrous, not alone to us but to the rest 
of the world as well. 
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Navy Strengthening 


U.S. Hand in Europe 


U.S. Navy forces in European 
waters are being built up as a de- 
liberate plan to strengthen America’s 
diplomatic position abroad. This strat- 
egy, once opposed by the State 
Department, apparently has its full 
support now. 
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The United States is re-examining 
its entire policy on Germany and some 
important changes in the present atti- 
tude can be expected. Despite the 
move to merge the British and U.S. 
zones, American policy will be against 
any permanent partition of Germany 
between the East and the West. The 
result may be some concessions to 
Russia in one more attempt to restore 


unity. 
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Lieut. Gen. Lucius D. Clay, who 
runs the U.S. zone in Germany, is 
convinced his present firmness toward 
Russia is the only policy that will 
work. In fact, he is so determined in 
his beliefs that the U.S. State and 
War departments fear he might resign 
if basic policies are altered in a way 
contrary to his ideas. 
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The Russians are trying to buy up 
the leading scientists who worked on 
rocket research for the Nazis. German 
specialists employed in the U.S. and 
Britain are offered fabulous salaries 
to move to Russia and carry on their 
experiments. 
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Hints in London that Britain might 
renounce its mandate over Palestine 
and throw the whole problem into the 
United Nations are not taken seriously 
in Washington. U.S. intelligence re- 
ports show that Britain desperately 
needs Palestine as a military base al- 
ternative to Egypt. 
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Russians Bid High 
for Rocket Experts 


The troubles in Palestine have been 
getting priority consideration in Ad- 
ministration quarters in the U.S. For 
a time the situation outranked Paris 
and Germany in high-level confer- 
ences. One reason is that Palestine is a 


hot issue in the congressional cam-. 


paigns now going on. 
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The recent illness of Britain’s For- 
eign Minister, Ernest Bevin, was more 
serious than public announcements 
indicated. At the time there was con- 
siderable speculation among Cabinet 
members about possible successors in 
the Foreign Office, should Bevin have 
to step out because of his health. Most 
guesses were that the job would go to 
Hugh Dalton or Sir Stafford Cripps, 
with Dalton a slight favorite. 
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A Russian commission is negotiat- 
ing for a trade agreement in Holland. 
Details have yet to be worked out, 
but a temporary agreement will pro- 
vide that the Dutch repair Russian 
ships in return for grain, coal and 
paper. The Dutch already have re- 
paired two ships, but Russia has not 
shipped any materials in return. 
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American authorities in Berlin have 
started a new crackdown in an effort 
to shut off “leaks” which have per- 
mitted secret information to filter out 
of U.S. headquarters. Maximum pen- 
alties are in prospect for anyone found 
guilty of revealing confidential matter 
or being careless in handling secret 
documents. Army sources say the 
worst offenders have been civilian em- 
ployes of U.S. Government depart- 
ments. 


Permanent Division 
Forecast for China 


President Perén of Argentina ig 
dickering with Russia, trying to gét 
the Russians to send an automobile 
plant and a factory for making sym 
thetic rubber to Argentina from theg 
zone in Austria. Underneath the nego 
tiations is the fact that the plants once 
were the property of Fritz Mendl, de 
nounced by the U. S. as a Nazi sympa- 
thizer. Mendl, now a resident of 
Argentina, is a friend of Perén. 
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Greece has been so slow to use 
25 million dollar credit extended her 
several months ago by the U.S. Ex 
port-Import Bank that she is hurting 
her chances of getting another, much 
larger, loan. The new credit probably 
will be approved, but not until the 
Greeks make greater use of the first. — 
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Marshal Tito of Yugoslavia and 
Georgi Dimitrov of Bulgaria are vying § 
for control of Comintern activities in 
the Balkans. Reason is that both think 
a Southeastern European Federation 
will be formed by the Communists, 
and both want to be the first president 
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Despite some optimistic predictions 
to the contrary, it now is almost ce 
tain that Poland will not be able to 
raise enough food for her own needg§ 
this winter. One important trouble ig 
that resettlement of farm lands takem 
over from the Germans is lagging. ~ 
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Military observers believe all-out 
civil war in China, if it comes, v 
split the country permanently alon 
these lines: The Communists will 
and hold North China, and the Na 
tionalists will get the rest. The divid= 
ing line probably will be somewhere 
between the Yellow River and thé 
Manchurian border. . 
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BUILDING A PUBLICATION 


NO. 3 OF A SERIES 


MOOD OF THE READER—AN IMPORTANT FACTOR 


It is an axiom in the advertising world that the mood of a reader 
is an important factor in the effectiveness of the advertising pages 
of any publication. Certainly when the world-minded people 
who have subscribed to WORLD REPORT—nearly 100,000 
—read it every week, they are thinking of world affairs, of 
business possibilities around the world, of products and services 
that can be sold inside the United States to companies that are 


looking abroad for markets. 


Informative advertising messages about such products and services are 
directly attuned to the mood of the news pages of WORLD REPORT. 
Placed alongside this important news content, such advertising becomes 


an appropriate and integral part of the magazine itself. 


WORLD REPORT 


Daniel W. Ashley, Vice President in Charge of Advertising 
30 ROCKEFELLER PLAZA, NEW YORK 20, N., Y. 





WORLD REPORT—The No. 1 advertising medium to reach world-minded people 








Its all up to 
you, Don... 





Son: But you'd be glad if I stud- 
ied medicine, wouldn't you? 

Dap: Naturally, Son. But it isn’t the 

‘easiest life, you know... 

Son: That's not the point, Dad... 

- Dap: ... seven years of college, and 

then youve only begun to 
study... . 

Son: But you'd do it again, Dad! 

Dap: ... and you won’t make a lot 
of money ... scarcely a living 
at first. 
Son: We've always had enough. 
And it’s not the money. 
Dap: What’s more, there’s little time 
for pleasure ...not even enough 
for home life... 

Son: You and mother are the hap- 
piest people I know. 

Dap: ... because people don’t always 
get sick during office hours. 

Son: I’ve already decided, Dad. 
You forget my father hap- 
pens to be a doctor! 


According 


sorte Vor LJOCTORS SMOKE CAMELS 


Nationwide 


suwy: THAN ANY OTHER CIGARETTE 


ocTors in every field of medicine. . . grad- 

D uates of every great medical school in the 
United States .. . these were among the 113,597 ! 
doctors recently surveyed by three leading in- a 
dependent research organizations. 

One of the subjects in this nationwide survey 
was personal cigarette preference. “What cig- 
arette do you yourself prefer to smoke, Doc- 
tor?” was the gist of the query. And the brand 
most named by doctors was Camel. 

Try Camels yourself. Compare them for 
mildness... for that full, rich favor that keeps 
on tasting good from pack to pack. 


R. J. Reynolds Tobacco Co. 
Winston-Salem, N.C. Costher lobaccos 








